The Canadian 


hartered 7~\ccountant 


@ Presentation of Consolidated Earnings 
by Howard I. Ross 


® Methods of Improving Administration 
by J. J. Macdonell 


@ The American Accountant in Industry 
by Clinton W. Bennett 


@ Results of October 1952 Examinations 


ere 2 VEFAD = 50c A COPY 
“V °S *N *UOTH ‘4 70130q 
**OAV 4109BID IST 
UOTSTATG Sd7emMMOD Y SseUTSng 
‘ALeAQGT'] Umop,UMog 





PUBLICATIONS 


of 
The Canadian Institute of Chartered Accountants 


The Canadian Chartered Accountant 
and 
The Tax Review 
(Published Monthly) 


$5.00 a year 
Permanent Binder for The Tax Review $3.00 


Brochures 


Audit Procedure for the Junior Principles of Bookkeeping 
Audit Clerk by J. R. M. Wilson 
(3rd Edition, Feb. 1949) 140 PP. .... 1.00 To Incorporate or Not 


Budgetary Control by To Incorporate by 
E. S. La Rose (1947) 51 pp. .......... 50 J. A. McColl (Mar. 1950) 6 pp. .... .25 


Examination Papers 


1946, 1947, 1948, 1949, Intermediate and Final 
1950, 1951, 1952, Intermediate and Final 


Examination Problems and Solutions 
ME Es WW TIS esocccthcss cos accesses wisoectvecenss 50 
Volume VIII, 58 pp. (solutions only) 50 
Volume IX, 57 pp. (solutions only) 50 
Volume X, 57 pp. (solutions only) 50 
Volume XI, 48 pp. (solutions only) 50 


Accounting and Auditing Research Bulletins 


(available in English and French) 
A Statement of Standards of Disclosure in Annual Financial Statements of 
Manufacturing and Mercantile Companies 
A Statement of the Minimum Standards of Professional Practice which 
Should Apply in respect of Prospectuses 
The Accounting Treatment of Income Taxes in Some Special Circumstances 
Accounting for Bad Debt Losses 
The Meaning of the Term “Cost” as Applied to Inventory Valuation 
The Auditor’s Report 
The Auditor’s Responsibility for the Validity of the Inventory Figure 
“Deferred” Depreciation 
Binding Folder for Research Bulletins 


The Canadian Institute of Chartered Accountants 
10 Adelaide Street East Toronto, Ont. 








t 
i 
i 
' 
i 
Le 
' 
i 
| 


THE CANADIAN CHARTERED ACCOUNTANT 


because 
Sundstrand finishes your figure 


work by CS every day! 


Your clients will thank you for recommending Sundstrand Accounting 
Machines because they can leave their offices by five every day — con- 
fident that the Accounting Department is up to the minute. 

The truly versatile Sundstrand, recognized for its speed, simplicity and 
operating ease, gives your clients day-by-day accounting contro] and 
eliminates all month-end peaks. Work in balance every day is up to 
date at the month-end when it counts. 


Both you and your client will benefit if you let the Underwood Sund- 
strand sales representative help you make the next recommendation. 


Underwood Sundstrand 


ACCOUNTING MACHINE DIVISION 


Underwood Limited 


135 VICTORIA ST. TORONTO 


ins Sim anal nda a cis a 


ON SOOT 








THE CANADIAN CHARTERED ACCOUNTANT 







Developing An Investment Policy 










Chartered accountants responsible for develop- 
ing an investment policy for corporation and 
institutional funds are invited to use the 
statistical and analytical services supplied by 
our organization. 







When investing personal funds, the same 
services are at your disposal. 






An enquiry to any of our offices will bring 
prompt attention to your investment problems. 






Stock Exchange Orders Executed 


Wood, Gundy & Company 


Limited 












Toronto Montreal Winnipeg Vancouver Halifax 
Quebec Ottawa Hamilton London, Ont. 
Kitchener Regina Edmonton Calgary 

London, Eng. Victoria Chicago New York 
























| These words apply to every single ownership 
Y business when the owner has not taken proper 
\\steps to protect his equity in the business when 
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The surest way to protect a business equity is to have sufficient 
business life insurance to provide— 


. working capital to stabilize business credit and avoid the 
ruinous loss of a forced sale. 


. a source of new income to pay for necessary help and man- 
agerial ability. 
. . . additional family income should the business be sold. 
For factual costs, and legal direction on this important phase of 
business organization without obligation, write to 


Estate Planning Service 


Crown LIFE 


Established FNSURANCE COMPANY Heme Office 
1900 Toronto 
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Information Wanted ..... 


as to the whereabouts of 


THIS YOUNG MAN 


He is a personable chap with a flair 
for meeting the public ambitious 
and eager to get ahead. University 
trained, perhaps, he has had a year 
or two in the study of accountancy 





or law, but is not satisfied that he’s 
cut out for either profession. Maybe 
he is your own son—and you want 
him to choose a career in which 
he’ll find contentment and success. 
If so, why not have him look into the 
field of life underwriting. If an apti- 
tude test proves that life insurance is 
his niche The Mutual Life of Canada 
will give him thorough training (and 
pay him while learning) to fit him 
for one of the best careers open to 
the business man of tomorrow. 


For complete information write to: 


NORMAN E. McLEOD, C.L.U., Assistant Superintendent of Agencies. 
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A SIMPLE TURN of the job selector 
knob changes jobs in a second—gives 
choice of any four accounting oper- 
ations controlled by each sensing panel. 
Any number of panels may be used, 
so there’s no limit to the number of 
jobs a Sensimatic will do. 








No other accounting machine is so universally useful— 
can do so many accounting jobs with such speed, such 
ease . .. at such a saving! 
There’s practically no limit to the number of accounting 
problems your Sensimatic can solve! Its most remark- 
able feature—the sensing panel or “mechanical brain”’— 
automatically directs it through every operation—effort- 
lessly, unerringly. Moreover, the Sensimatic’s many 
other automatic features and highly efficient design save 
costly working time and operator effort . . . make it 
simple to learn, easy to use! 
Why not see for yourself how much more Sensimatics 
can do for you? Simply call your nearby Burroughs 
office, listed in the yellow pages of the telephone book. 


Burroughs 
Windsor, 


Adding Machine of Canada, Limited, 
Ontario. 







WHEREVER THERE'S BUSINESS THERE'S | Burroughs 
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HIGHER ACCOUNTING 


and ALLIED SUBJECTS 


taught 


The SHAW way — 


the SURE way 


Write to Dept. CA for Catalogue and any special information you desire. 


SHAW SCHOOLS 


Head Office: 1130 Bay Street, Toronto 


ENQUIRY: EM. 4-6481 
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that create 


PRESTIGE 


The importance of the service that 
you render a client is emphasized 
when he receives your report, financial 
survey, etc., in an attractive cover, on 
good paper, and imprinted with your 
name or firm name. 


Let Grand & Toy show you samples 
of report covers and papers prepared 
to order for other accountants and 
auditors. We produce to your speci- 
fications in our own plant. 


(FRAND & TOY iimires 


6-14 Wellington Street West 
332 Bay St. 115 Yonge St. 
TORONTO 1, CANADA 


KI. 3165-6-7 


Sos SNES 


WITH CARBON INTERLEAVED 


Wi 


Save costly hours of unnecessary 
handling with “Custom Built" snap- 
out carbon forms in every style for 
any job. 


Write or phone 


(GENERAL PRINTERS 


LIMITED 
OSHAWA - TORONTO 
57 Simcoe St. S. 680 Bay St. 
DIAL 3-2233 EM. 3-0106 


Accounting Efficiency 


depends greatly on accessibility of records. Their 
preservation from Fire and Theft can only be assured 
in a reliable safe or vault. 


Consult us as to the type of safe protection 
advisable for you or your client. 


J.6cJ. TAYLOR Limite 
TorONTO SAFE works 


TORONTO - MONTREAL - WINNIPEG - VANCOUVER 
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PRACTICE WANTED 
Two young practising chartered ac- 
countants are interested in purchasing 
a practice, or part of one, anywhere in 
Ontario. G. H. Ward, 28 Duke St., 
Toronto. 


MINE ACCOUNTANT 

Mine about to go into production re- 
quires young, single, experienced mine 
accountant in Yellowknife. Al! expen- 
ses paid. An excellent opportunity to 
accumulate capital. Reply stating age, 
marital status, qualifications, experience 
and references. Box 300, The Cana- 
dian Chartered Accountant, 10 Adelaide 
St. E., Toronto, Ont. 


Insurance Brokers 
417 St. Peter St., Montreal and 
1127 
& FIDELITY 


MA. 


Associated 


& CO. LTD. 


at LLOYDS 
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CHARTERED 
ACCOUNTANT REQUIRED 
Large organization in Hamilton re- 
quires a chartered accountant or equiva- 
lent qualifications, 25 to 30 years of 
age. Excellent opportunity for one 
interested in industrial accounting. 
Box 299, The Canadian Chartered Ac- 
countant, 10 Adelaide St. E., Toronto, 

Ont. 
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COMMENT AND OPINION 


The Examination Results 
ORE THAN 400 new chartered 
accountants will be admitted to 
membership in one or other of the In- 
stitutes of Chartered Accountants as a 
result of the October final examinations. 
Of the 854 students who wrote the final 
examinations, 422, according to the 
Board of Examiners-in-Chief, obtained 
clear passes and another 172 were grant- 
ed supplementals. Only 260, just over 
30% of the candidates, will have to write 
the full examination a second time. These 


results are somewhat less favourable than 


those of last year. In 1951 almost the 
same number (850) wrote the final 
examinations, 454 obtained clear passes, 
144 were awarded supplementals, and 
252 failed. Here are the figures in 
tabular form: 

1952 
854 
422 
49.4 
172 
20.2 


1951 

850 
454 

53.4 
144 
17 


No. Candidates 
Passed 

Per cent. 
Supplementals 

Per cent. 

Failed 252 260 

Per cent. 29.6 30.4 
The British Columbia Institute led 
the parade with a ——— of 70% 
clear passes and only 10% failures. Mc- 
Gill University is in the runner-up posi- 
tion with 58.8% passes, a marked im- 
provement on its previous year’s record 
when only 43% succeeded. The Nova 
Scotia Institute maintained its third 
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place this year, with 55% of its candi- 
dates successful as opposed to 66.7% 
1951. The other institutes follow i 
this order: Ontario 50.3% (& 4% i 
1951); New Brunswick 50% (77% i 
1951); Newfoundland 50% (40% 1 
1951); Manitoba 49.1% (53.6% in 
1951); Quebec Institute 47.2% (42.6% 
in 1951); Saskatchewan 46.5% (33.9% 
in 1951); Alberta 46% (45.2% in 
1951); Prince Edward Island 33.3% (0 
in 1951); L’Ecole Superieure 16.7% 
(31.8% in 1951). 

The results of the intermediate exam- 
ination show a similar decline in the 
number of successful candidates. This 
year there were 685 candidates as com- 
pared to 676 in 1951. Only 347 
(50.7%) were successful this year, how- 
ever, compared with 385 (56.9%) in 
the previous year. British Columbia pro- 
duced the highest percentages of suc- 
cesses (75.9%), followed by the other 
institutes in this order: New Brunswick 
(72.7%); Manitoba (67.9%); Alberta 
(57.7%); Ontario (51.2%); Quebec 
(39.1%); Nova Scotia (29.2%); P.E.I. 
(20%); Newfoundland and Saskatch- 
ewan (0). 


Taxable Income v. Business Income 
IHE RECENT series of Income Tax 
Appeal Board decisions in the milk 

and bus ticket cases have caused more 
concern to the accounting profession in 
this country than any other development 
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affecting the profession in the post-war 
years, not even excluding the “historical 
costs” controversy. Professor Smyth's 
powerful attack on the accounting mis- 
conception which underlies these decisions 
was published in the December issue of 
this magazine, and The Tax Reviews of 
December and January were both very 
much concerned with the confused and 
confusing state of the law. We under- 
stand that the Canadian Tax Foundation 
has now under consideration a sugges- 
tion to make the divergence between the 
tax and accounting concepts of business 
income one of the main topics for dis- 
cussion at its next Tax Conference. We 
know too that our own legislation com- 
mittee is very much concerned with the 
question and that the matter is likely to 
be raised in the committee’s forthcoming 
submission to the Dominion government 
on the Income Tax Act. 


Great as is the concern of Canadian ac- 
countants for this developing conflict be- 
tween the tax and accounting concepts of 
business income, it is nothing in com- 
parison with the rising crescendo of pro- 
test being raised by our American con- 
freres at the situation which has develop- 
ed in the United States. In Canada the 
conflict is only now manifesting itself — 
and it is no mere coincidence, we think, 
that this is the result of the bright spot- 
light which is thrown by the public pro- 
ceedings of the Income Tax Appeal 
Board, where formerly the income tax 
was administered téte a téte between an 
official of the Minister and the taxpayer 
himself. 

The cause of the difficulty in the 
United States is, we gather, two-fold in 
nature: the excessively detailed provi- 
sions of the U.S. Internal Revenue Code 
on the computation of business profits, 
coupled with the inevitably legalistic in- 
terpretation placed on the words of the 
statute by tribunals possessed of little 
knowledge of accounting theory or prac- 


tice. In Canada our statute is less de- 
tailed than the American but our tax 
tribunals are of much the same nature 
as those in the United States — and 
though there are less statutory provisions 
for them to interpret, they have, it must 
be admitted, done a great deal with what 
there are. One need only mention the 
prohibition by our Act of a deduction 
for amounts transferred or credited to 
reserves or contingent accounts, a few 
words whose interpretation, divorced 
from their accounting context, has led 
to so much confusion. 


The following comments from an edi- 
torial in the December issue of The 
Journal of Accountancy, the official pub- 
lication of the American Institute of Ac- 
countants, should strike a responsive 
chord in Canadian accountants: 

Professor Cannon [the editorial says, re- 
ferring to an article by that gentleman in 
The Accounting Review for October] ex- 
presses the opinion that tax law and 
enforcement are influencing accounting 
principles much more than the opposite, 
mainly because few taxpayers willingly 
follow “sound” accounting if it will cost 
them more money than some other ac- 
counting procedure permissible under the 
tax rules . . . Pressure on the accountant 
to avoid treating items in regular financial 
statements in a manner inconsistent with 
tax positions taken by management, and 
the pressure on the accountant in tax prac- 
tice to act as an advocate may, in his opin- 
ion, have an adverse effect on the account- 
ant’s independence. 

The Journal does not, however, accept 
the nostrum proffered by Professor 
Cannon, viz that taxable income should 
be recognized as something different 
from business income. Says the Journal, 
and we could not agree more: 

It can be argued that the application of 

generally accepted accounting principles 

measures actual income in terms of dollars 
as precisely as the present development of 
the art of accounting permits; that it is 
only actual income which the government 





UOT} BUTIWIBXS oyeIpow 
-J9jUT 3Yy} UT epeuRy UI SuIpur}s ysoysrYy 
ayy JOJ ¢7$ JO az13d ysed pue [epaw Jdayis 
(viqunjo ysitsg) 
Jauasip uyof “jn 


‘uOIeUTWEXa 
jeug oy} ul epeue> ul SuIpurys ysaysry 
oy) 1O0j oss jo aziid ysed pue [epew ploy 
(saganO) 


ua}v2IN “AY pyempy 
sorpnyg Yosq UBA 


‘uOT}eUTWeXS [RUYy 
dy} Ul epeuRD UI FuIpuR}s ysaysty Ppuodas 
JO} C7$ JO aztid ysed puE Jepaw IDATISC 
(o117jUQ) 
uoprasg “5 UOUTIIA 


SNOILVNINVX4 WHOdAINN ¢s6t FHL NI SHANNIMAZId 





‘paajdwo> si surpying ayy uayM Jooy Jjoddn ayy Adnose [IM “WOTD YL “OOIOL “sey yaNGg JOO[G 69 Je FuIPyIng 
RP 3919 pur pur, datnboe 0} Jesodosd ev paroidde aynyysuy o1eUG 9Yy) Jo BuNnaaw yesauet vw ‘7C6l ‘TZ Jaqwiax0q UG 


aINIsUy O1"IUG pu “YWD']"D JOJ siajIenbpvazy Many pasodosg 








Comment And Opinion 51 


should be permitted to tax; that to the 
extent that taxable income varies from 
actual business income, the tax is not truly 
an income tax, but a penalty or subsidy. 
And it concludes this passage with these 
trenchant words: 
It is not inconceivable that, given further 
refinement and clearer definition of gener- 
ally accepted accounting principles, a hard 
long fight to establish their validity for tax 
purposes, with general public support, 
might in the end be successful. 


Towards a Better Purism 


MONG the vast volume of papers, 
magazines and whatnots that 
wend their way to our desk we noted 
the other day the colourfully headed 
mimeographed publication of the British 
Columbia Institute entitled “News & 
Views’. The second paragraph of our 
west coast contemporary contained the 
announcement that the winner of first 
prize in the recent primary examinations, 
S.E.G. Tench (to whom we extend our 
congratulations), was awarded a bronze 
medal and also “The B.C. Electric Co. 
Ltd. prize for English”. 


Though we lay no claim to astuteness, 
neither are we incapable of putting two 
and two together. Remembering that 
Mr. Lorn McLean, the president of the 
C.LC.A., is a vice-president of the B.C. 
Electric Co., and also — see our Novem- 
ber issue —a stickler for correct English 
usage, we have drawn the obvious in- 
ference about that prize for English. 

The announcement in “News & 
Views” and the inference we drew serves 
to remind us of the ignominy which be- 
fell us from the assertion of our claim 
as a purist in the November issue, 
though at the same time conceding 
Mr. McLean to be a better one. The 
immediate response to that assertion of 
ours was a challenge from a Winnipeg 
chartered accountant (who insists on 
anonymity, a common failing of our 


correspondents). There are, he declares, 
no degrees of purity, and therefore no 
such thing as a “better purist’. He also 
takes exception to some expressions of 
ours: ‘‘a national committee are launch- 
ing a comprehensive survey’; ‘‘a prom- 
inent firm 4ave undertaken”. In each 
case, he suggest, the singular form of 
the verb should have been used instead 
of the plural. Further, he goes on, we 
ought to have spelled ‘‘slew”’ as “slough”, 
though he grants that Webster acknowl- 
edges the alternative. In the same 
editorial we happened to mention that in 
1940 Mr. McLean joined the B.C. Elec- 
tric Co., ‘‘where’’, we added, he had since 
become vice-president. Our Winnipeg 
critic objected to the “where” and says 
we should have said ‘“‘of which’, though 
he was unable to say why. 


Shaken by this onslaught, we asked the 
assistant editor (who being both a young 
woman and a B.A. (Honours) in Eng- 
lish of Toronto University fears neither 
man nor grammarian) to make the ri- 
poste. This she did, and we leave it to 
our readers to say whether our honour is 
secure. 

“Better purist’, though manifestly an 
impossibility, was, she says, used advised- 
ly in an attempt to be comical. A plural 
verb with a collective noun is, she in- 
sists, acceptable usage as long as one is 
consistent. In this she has the support 
of Fowler (the authority of authorities). 
The spelling “‘slew’’, she wrote, emanated 
from an “unquestionably unimpeachable 
source’. It was in fact the chairman of 
our editorial committee, who, having 
lived some time in the prairies, knows 
whereof he speaks. As to the “where’’ or 
“of which” the assistant editor could 
think of nothing to resolve our corres- 
pondent’s doubts; she was just as doubt- 
ful herself. We might add that so are 
we. 

In conclusion: we withdraw our claim 
to be a purist. 








Presentation of 
Consolidated Earnings 





By Howard |. Ross, C.A. 


Consolidated earnings statements in prospectuses often 
fail to indicate clearly the earnings legally available to investors 





 preeeherorapiat of past earnings are 
included in bond or debenture pro- 
spectuses for the obvious purpose of 
helping investors to estimate earnings 
that are likely to be available for interest 
on the securities offered for sale. For 
this reason the statements should show 
clearly what earnings would have been 
available for this purpose in past years. 
This is the only reason for earnings 
statements in such prospectuses. Again, 
while the earnings figures included in 
the regular annual statements of a 
corporation are referred to for a number 
of reasons, the indication of profits that 
would be available for interest is at least 
one important purpose. 


There has recently been a great deal of 
lively discussion on the problems in- 


volved in the measurement of income 
and we are left with a number of un- 
settled questions. Unfortunately, we add 
one gratuitous distortion by the manner 
in which consolidated earnings are nor- 
mally presented in both annual state- 
ments and prospectuses. This is par- 
ticularly unfortunate since this added 
distortion can be simply rectified. 

Whatever may be said of the basic 
principles underlying the conventional 
earnings statement in the case of a single 
corporation, such statements at least show 
clearly earnings available for interest. 
When consolidated statements are pre- 
sented, this is not the case. 

To start with the simplest kind of 
illustration, consider [/lustration 1. 


Illustration 1 


100% 

Parent Subsidiary Eliminations Consolidated 

Profit before depreciation, interest 
RII a i al $100,000 $150,000 $20,000 $230,000 
Less: depreciation .............. 10,000 15,000 25,006 
90,000 135,000 205,060 
Less: income taxes ...........00..... 45,000 67,000 112,000 
PD MR icine 45,000 68,000 93,000 
NES OR traces 10,000 20,000 20,000 10,000 
Increase in surplus ......... . $ 35,000 $ 48,000 $ 83,000 
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If consolidated earnings are published 
in the form indicated in the right-hand 
column of this example, the obvious 
inference is that $205,000 would be 
available to pay bond interest. But this 
is not the case because the earnings of 
the subsidiary cannot be transferred to 
the parent (and thus be made available 
for payment of interest on the parent’s 
funded debt) until income tax has been 
paid on such earnings. The only correct 
picture 1s:— 


Consolidated 
Profit before depreciation, 

interest and taxes .. $230,000 
Less: depreciation 25,000 
205,000 

Less: subsidiary’s income 
ee ok 67,000 
138,000 
Less: parent’s income taxes 45,000 
Net. Profits ....:0.00..55.. 93,000 
DDIWSGEIGG POND cnc scsicssesssccdeccseavens 10,000 


Increase in surplus .... 


$ 83,000 


In this example, the earnings that 
could have been available for parent com- 
pany interest amount to $138,000 and 
this is not disclosed in the conventional 
form of statements on either corporate or 
consolidated basis. 


The fundamental problem here is that 
interest (like dividends) is paid on a 
corporate basis, not on a consolidated 
basis. For many purposes, consolidated 
earnings are of much more significance 
than corporate earnings, but when it 
comes to paying interest or dividends the 
case is very different. 


It should be noted that the inclusion 
of corporate earnings as well as consoli- 
dated does not answer the problem. Cor- 
porate earnings are significant and the 
occasional practice of publishing them in 
addition to the consolidated figures is 
probably a good one but they do not 
indicate the one important figure that 
would be sought by a prospective investor 
in bonds or debentures of the parent 
company. 

We might now consider a less simpli- 
fied case (see Illustration 2). 


Illustration 2 


Parent 
Profit before depreciation, interest 

AE I aos casscysscsiss $100,000 
Less: depreciation 10,000 
90,000 

Less: bond interest 10,000 
80,000 

Less: income taxes ........ 40,000 
Corporate net profit 40,000 


Minority interest ....... 


40,000 


Consolidated net profit 
SPPEMIMEE Sl ationiscsoseccaiacents 10,000 
Increase in surplus ...... $ 30,000 








75% 
Subsidiary Elimination Consolidated 
$150,000 $ 15,000 (a) $235,000 
15,000 25,000 
135,000 15,000 210,000 
50,000 60,000 
85,000 15,000 150,000 
41,000 81,000 
44,000 15,000 69,000 
11,000 (b) 11,000 
44,000 26,000 58,000 
20,000 20,000 (a) 10,000 
$ 48,000 
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Note on Minority Interest 
Share of profits 
Less: dividend paid 


Increase in minority interest 


The conventional figures are shown in 
the right-hand column, but to show the 
picture accurately it is necessary to sort 
out the subsidiary charges that must be 
deducted before interest. The theoreti- 
cally correct form of statement would be 
as shown in Illustration 3. 

No attempt is made in these examples 
to give the precise wording that would 
be best in practice. They are designed 
solely to indicate the theoretical problem 
involved. It should nevertheless be em- 
phasized that this theoretical difficulty has 
most important practical effects. 

In practice the earnings available for 
interest are sometimes labelled as such, 
sometimes shown as an uncaptioned 
balance, and sometimes not shown at all 
(the investor being left to do his own 
subtracting). Whichever course is fol- 
lowed, the inference may reasonably be 
made that such earnings are available for 
interest. In the example given, the 


$11,000 (b) 
5,000 (a) 


6,000 (c) 


amount available is $108,000 and this 
could not be calculated by an investor 
even if he were given both consolidated 
and corporate earnings in conventional 
form. In all likelihood, the investor 
would assume that $210,000 was avail- 
able for interest — in this case just about 
double the correct figure. 

Although the improper form of the 
earnings statement is particularly serious 
in prospectuses, it seems almost equally 
desirable to have the annual earnings 
statements prepared in correct form. It 
might be pointed out that in one or two 
cases prospectuses have already been 
issued in the more correct form here 
advocated but the usual practice is to 
adhere to the criticized form. 

Surely when we are plagued with so 
many insoluble difficulties, it is a great 
pity that we continue to countenance 
one that is so easily remediable. 


Illustration 3 


Profit before depreciation, interest and taxes .......... 
Less: depreciation 


Deduct: 
Interest on bonds of subsidiary 
Subsidiary’s income taxes . 
Minority interest in earnings 

Balance before interest on parent's funded 
debt and parent’s income taxes 
Less: interest on bonds of parent 


Less: parent's income taxes 


Consolidated net profit 
Dividends 


Increase in surplus 


$235,000 
25,000 


210,000 


$50,000 
41,000 
11,000 102,000 
108,000 
10,000 
98,000 
40,000 
58,000 
10,000 
48,000 















Methods of 


ANADA entered the war 13 years 
ago essentially as a primary pro- 
ducer of raw materials for the world’s 
industrial machine. She emerged from 
the war seven years ago, after extraordin- 
ary military and productive effort, as an 
important industrial nation and as a 
junior world power. During the seven 
years since the war the development and 
expansion of her natural and industrial 
resources have proceeded at unparalleled 
speed. To say that this enormous de- 
velopment, telescoped into such a short 
space of time, has placed a severe strain 
on every aspect of our administrative 
machinery, industrial, commercial, institu- 
tional, and governmental, would be an 
understatement. As citizens of a highly 
industrialized nation and as individuals 
engaged in the management and admin- 
istration of its vast enterprises we face a 
challenge to develop better techniques to 
help us to do a better job. 


Pre-war industrial management, both 
in this country and in the United States, 
concentrated by far the greater part of 
its efforts on production and distribution 
in the scramble for more profits or for 
business survival. The great business 
leaders were production geniuses or 


Improving Administration 


Canada’s post-war industrial revolution 
has given rise to a whole new set of administrative techniques 
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supersalesmen. By and large they 
thought of administrative people in their 
organizations as the hewers of wood and 
drawers of water for the production men 
and the salesmen. They were necessary 
to pay the bills, calculate the taxes, and 
make up periodic financial statements. 
They were generally referred to as ‘“‘non- 
productive” workers. The cost of ad- 
ministrative services was not a big item 
in most organizations. The rates of pay 
for persons engaged in these menial tasks 
was on a much lower scale than for sales- 
men and production men. The brighter 
clerical workers were encouraged to get 
into sales or advertising. 


Post-war industrial management in this 
country and the United States has a de- 
cidedly different approach. The tune is 
no longer played by ear — the new type 
of management wants a score to read and 
knows how to read it. It wants the score 
to be accurate, prompt, and very legible. 
Administrative costs are now a big item 
in most enterprises. | Administrative 
people are no longer the forgotten men. 
They are now full partners in the man- 
agement team. Some of them with out- 
standing abilities have become senior 
partners and are heading great industrial 
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enterprises. Rates of pay for adminis- 
trative personnel are comparable with 
those for production and sales forces; a 
good comptroller may today be paid more 
than a production manager. All this has 
been accomplished in little more than a 
decade. Why? 

The big reason is that we are in the 
middle of an economic and industrial 
revolution in this country. Our industrial 
and governmental machines have grown 
so big and so complex that a whole new 
set of management and administrative 
techniques and talents have had to be 
developed to run them. One has only to 
scan the literature of business administra- 
tion for the period of the past ten years 
to appreciate the tremendous changes 
which have taken place. The volume of 
information pouring from the printing 
presses today on the subject of adminis- 
tration is a true index of the importance 
which now attaches to ways and means of 
improving the effectiveness of our admin- 
istrative services in every phase of our 
national life. The key words today are 
organization, planning, control, efficiency. 
These words are the main theme of my 
remarks. 

I propose to deal with “Methods of 
Improving Administration” under three 
phases: Organization and Personnel; 
Planning and Control; and Procedures 
and Methods; and I am going to place 
myself in the role of a business analyst 
who has been asked by the management 
to make a general appraisal in a reason- 
ably short time of the effectiveness of the 
administrative services of the organiza- 
tion. 


Organization and Personnel 


In an appraisal of administrative ser- 
vices, Organization and personnel are 
placed first by design because they are, 
without doubt, the most important aspects 
to be considered. Good procedures and 
methods are rarely found in a poorly- 


conceived organizational structure staffed 
by incompetent people. Conversely, in a 
well-balanced organization staffed by com- 
petent personnel the procedures will 
usually be well executed and will often 
be well-designed. Therefore let us con- 
sider the questions to be answered in 
reviewing the organization of adminis- 
trative services and the personnel re- 
sponsible for them. 


Organization 


(a) Is there a plan of organization on 
paper? It is still amazing but true that 
even quite large enterprises often have no 
formal plans of organization. The rea- 
sons are manifold: no time to prepare 
one; no need for one as everybody knows 
the organization; a reluctance to face up 
to awkward personnel situations; and so 
on. The fact remains that an accurate 
and clear organization chart is funda- 
mental to good administration. It is no 
good to bring such a chart up to date 
sporadically when the spirit moves some- 
one to do so. It should be up-dated 
systematically at regular intervals, prefer- 
ably quarterly and certainly at least every 
six months. Also it should be compre- 
hensive enough to show every level of 
supervisory authority, if mecessary in a 
series of charts. Many organizations 
consider it desirable to supplement the 
charts with definitions of the duties and 
responsibilities of supervisory personnel. 
In such cases the charts, in practice, form 
part of an organization manual. The 
benefits to be derived by every level of 
administration, but especially by new em- 
ployees and less senior personnel from 
the use of a good organization manual, 
are incalculable. The cost of preparing 
and maintaining an organization manual 
is usually inconsequential in relation to 
its value. 

(b) Is the organization well-arranged 
and well-balanced and does it meet the 
needs of the enterprise? This question 
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is not answered easily nor is it answered 
from text books. It requires plenty of 
experience to attempt to answer it and it 
also requires time for the analyst to gain 
the “feel” of the organization. What 
looks at first like a very unorthodox or- 
ganizational structure may be found, after 
a time, to be the right one for the par- 
ticular enterprise. There is no absolutely 
standard organizational pattern for ad- 
ministrative services as the study of any 
ten leading and successful enterprises 
will readily show. There are, however, 
certain earmarks of good organizational 
structure. Some of these are: 
(1) Is line authority clearly defined and 
observed ? 
The definition is usually achieved by 
an organization chart or manual; the 
observance can only be ascertained 
by visual inspection over a period of 
time. 
(2) Is there a reasonable “span of con- 


trol”? 
Most authorities believe six or seven 
is the maximum number of super- 
visory personnel that can be directed 
effectively by a senior administrative 
official; at the intermediate levels of 
supervision the maximum effective 
span decreases to four or five because 
there is need for closer day-to-day 
direction. At the lowest supervisory 
level the number of workers that can 
be directed effectively by one super- 
visor varies quite widely according to 
the nature of the work and the calibre 
and experience of the personnel. 

(3) Is there too vertical an organiza- 
tion ? 
In some organizations as many as 
seven separate levels of authority 
between the workers and the chief 
have been known to exist. An organi- 
zation with this many levels is usually 
likely to founder in its own red tape 
unless very unusual circumstances pre- 
vail. Proper observance of an ade- 


Mr. J. J. Macdonell is a partner 
in Price Waterhouse & Co., Mon- 
treal. He has been in charge of 
systems and methods work for 
his firm in Canada since 1945. 
He became a member of the Que- 
bec Institute in 1937 and of the 
Ontario Institute in 1951, and is 
a former administrative industrial 
accountant. 


quate span of control will usually pro- 
duce a well-balanced, semi-horizontal 
structure with not more than three 
levels between the department chief 
and the worker, except in the very 
largest organizations. 

(4) Is each of the key functions ade- 

quately recognized in the organization- 
al structure at the right level? 
There is rarely a perfect organization 
in which every key function or pur- 
pose is adequately recognized at the 
right level at any given moment of 
time. The reason is that in all but 
the most routine administtative ser- 
vices there are constant changes in the 
emphasis and demand for the various 
services. This points up the need for 
every organization to have a reason- 
able degree of flexibility so that 
changes can be made easily to meet 
varying needs as they arise. 

(5) Does each administrative official 
have an adequate amount of time for 
thinking and planning? 

The prevalent curse of most organiza- 
tions today is the ever-increasing pres- 
sure on the key administrative officials 
to keep things in motion, without time 
for either a considered objective ap- 
praisal of past performance or a rea- 
soned planning of future action. The 
failure to see that administrative offi- 
cials are provided, or provide them- 
selves, with sufficient time for thinking 
and planning must represent a truly 
Staggering annual cost to the nation 
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in terms of lost opportunities for se- 
curing increased efficiency. 

(6) Is there provision for adequate 
“staff’’ functions in the organization? 
One of the best means of securing the 
necessary time for senior officials to do 
an effective planning and development 
job is by the use of “staff” men, of 
which there are all too few in most 
organizations. 

The subject of organization is a very 
large one; I have touched on only a few 
points to illustrate the general line of 
approach in appraising it. 


Personnel 


In any discussion of methods of im- 
proving administration it is impossible 
not to mention personnel since most 
authorities consider it is the most im- 
portant single factor in efficiency and 
high productivity in any system. How- 
ever, techniques of personnel administra- 
tion have gained great stature in recent 
years and are a separate subject in them- 
selves which could not be dealt with 
adequately in this presentation. Yet in 
the role of a business analyst endeavour- 
ing to appraise the effectiveness of the 
system and the methods in force there 
would be a number of points concerning 
personnel on which impressions must be 
gained if the analysis is to be comprehen- 
sive and objective. They would include: 
(1) Is there a separate unit to deal with 

personnel matters? 

The practice of having a staff function 

to deal with personnel matters is much 

more than a passing vogue today in 
business. It is here to stay and usual- 

ly it more than pays for itself in a 

great many ways — tangible and in- 

tangible. The existence of such a unit 
can be taken generally as an outward 
sign of progressive administrative 
policies. 

(2) Is there a clean-cut and well-defined 
personnel selection policy? 


In a great many businesses insufficient 
attention is paid to this vital matter. 
The most important assets of any 
organization are its people — not its 
cash in the bank nor its inventories, 
nor its buildings. Random and hap- 
hazard practices in selecting new em- 
ployees are often a key to inefficient 
administration. 

(3) Is there a well-thought-out training 
and educational program for new and 
present employees ? 

The impairment of efficiency and pro- 
ductivity caused by lack of good train- 
ing programs, not only for new em- 
ployees but for all administrative em- 
ployees, is one of industry's greatest 
hidden wastes. In many organiza- 


tions the only training facilities are 
the traditional word-of-mouth instruc- 
tion from the previous occupant of a 
job to the new occupant. 

(4) Is there a well-conceived personnel 
rating plan in force, systematically and 


effectively applied ? 

In many organizations no serious at- 
tempt is made to perform a conscien- 
tious periodic rating of all employees. 
Promotion and pay increases are often 
merely events that are governed by the 
calendar rather than by the genuine 
merit of the individual concerned. 
Enlightened personnel officers are 
gradually spreading the gospel among 
line officials that it is not a kindness 
to the individual — and certainly not 
to the business — to retain an em- 
ployee who barely scrapes by the mini- 
mum standard. Perpetuation of the 
policy of the “no-termination except 
for one of the three ‘D’s — drunken- 
ness, disorderliness, or dishonesty”’ can, 
in the long run, sink the business. 
This situation, which does not take an 
experienced analyst long to detect, is 
often a real clue to the probability of 
finding major inefficiencies in the pro- 
cedures and methods. 





Methods of Improving Administration 59 


(5) Is there a healthy morale among 

the administrative personnel ? 
This is naturally an intangible point 
but not too difficult a one on which 
to receive at least an impression even 
in a short time. It is a very important 
one. Efficient administration and high 
productivity is almost impossible to 
achieve when morale is bad. 
analyst's job is to do his best, dis- 
creetly, to ascertain the underlying 
causes of low morale among employ- 
ees. 

(6) Is the working force adequate, as 
to strength and calibre, for the efficient 
operation of a well-designed system ? 
This is a question that cannot be fully 
answered until most of the appraisal 
has been completed but the answer 
may provide valuable suggestions con- 
cerning the general organization of the 
administrative services. 


Planning and Control 


The chief difference between a well- 
run and a poorly-run organization usually 
lies in the degree to which the activities 
of the business are planned and con- 
trolled through sound administrative 
techniques. 

For purposes of this paper I shall con- 
sider the aspects of planning and control 
as one subject, although by strict defini- 
tion planning is the act of formulating 
policies and practices in advance of their 
execution, and control is the means of 
reporting on the execution of the plans. 


In reviewing the planning and con- 
trol facilities of the average organization 
some of the questions which would occur 
to a business analyst are: 


(1) Is there an official and systematic 
method of committing plans to paper? 
The most common management plan- 
ning system, and at the same time one 
of the most effective, is a budgetary 
control system. As those who are 


The . 


familiar with budgetary control sys- 
tems know, its introduction in any 
organization changes management per- 
spective from the contemplation of 
historical results to the prognostication 
of future results and the careful and 
systematic appraisal of actual results 
measured against preconceived plans. 
In its full application a budgetary 
control system involves all the ele- 
ments of both planning and control. 
(2) Is “responsibility accounting’ in 
effect ? 
“Responsibility accounting”, as it has 
come to be known, is, of course, a 
prelude to and an integral part of any 
budgetary control system. However, 
it can be introduced and operated in 
any organization without going all the 
way to budgetary control. 

In simple terms, “‘responsibility ac- 
counting” means merely that the chart 
of accounts under which revenues, 
costs, and expenses are assembled con- 
forms accurately and completely to 
the plan of organization of the busi- 
ness. 

Very small organizations can get 
along without “responsibility account- 
ing” and the management can still re- 
tain a good direct personal control 
over the activities of the business. The 
larger and the more complex the or- 
ganization becomes, however, the more 
necessary it is to operate under the 
technique of ‘‘responsibility account- 
ing” to provide the management with 
at least a basic type of control through 
the accounting system. 


(3) Is there an adequate management 
reporting system? 
In the eyes of executive management 
the administrative and accounting ser- 
vice organization has basically two 
functions. The first is to perform all 
the necessary tasks to keep the ad- 
ministrative machinery operating 
smoothly and efficiently. The second, 
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and even more important function, is 
to provide the executive management 
with all the necessary facts and in- 
formation to manage and control the 
business effectively. Collectively, the 
way in which this second function is 
fulfilled can be termed the manage- 
ment reporting system. 


There are several tests to apply to 
discover whether theze is an adequate 
management reporting system and it 
is operating well. The design of the 
reports, their timetiness, the ways in 
which they are used by recipients are 
all fields for smvestigation. 

A good management reporting sys- 
tem is, of course, one of the most im- 
portant responsibilities of the admin- 
istrative officials. It is a key feature 
of any efficient system. 


(4) Are standards of performance and 
cost in use wherever practicable? 
This is another factor which the an- 
alyst will consider in appraising the 
effectiveness of planning and control 
in any organization. Standard pro- 
duetion costs are now quite common 
in many manufacturing organizations. 
Not quite so common are the use of 
standards in the administrative ser- 
vices. The techniques of developing 
and using a standard cost system can 
be very well adapted and applied to 
many types of clerical operations, par- 
ticularly in larger organizations. In 
many cases performance standards can 
be used very effectively without the 
collateral use of incentives, just as 
many standard cost systems in manu- 
facturing operations are operated with- 
out necessarily using wage incentive 
plans in conjunction with them. 

It is my own view that the de- 
velopment and application of standards 
of clerical performance is one of the 
most fruitful fields for the improve- 
ment of administrative efficiency in 
this country. I believe that great pro- 
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gress will be made in this direction if 
senior administrative officials become 
really interested in the very real possi- 
bilities it provides for increasing the 
productivity of their own organiza- 
tions. 

(5) Is the “principle of exceptions” 
used wherever possible? 
The use of the ‘‘principle of excep- 
tions” in any administration is one of 
the main tests that any business 
analyst applies in assessing the efficien- 
cy of a system, whether from a plan- 
ning and control standpoint, or in 
examining the procedures and methods 
themselves. In practice, the “‘prin- 
ciple of exceptions” refers, to any 
method which throws into bold relief 
in the easiest possible way the small 
proportion of items in any system 
that require a special type of proces- 
sing or attention. In any budgetary 
control system or a standard cost sys- 
tem the variances represent an appli- 
cation of the “principle of excep- 
tions”. In well-designed procedures 
and methods there are countless ex- 
amples of the “principle of excep- 
tions” at work. 

(6) Are there adequate facilities for 
policing and inspection? 
The most common internal means of 
providing this important feature of 
planning and control are internal audit 
units and systems and methods units. 
The most common external means are 
the regular audit by public account- 
ants and periodic inspections by busi- 
ness consultants. 


Procedures and Methods 


Procedures and methods improvements 
in an administrative system are often 
more tangible, and sometimes more spec- 
tacular, than improvements in the or- 
ganization and personnel and the plan- 
ning and control features, but they are 
not necessarily more important. In my 
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view, all three aspects are essential parts 

of the whole system and cannot proper- 

ly be considered independently one of 
the other. 

Some of the questions a business an- 
alyst would consider in appraising the 
efficiency of procedures and methods in 
any organization are: 

(1) Are the procedures well-defined and 
under continuous control and regu- 
lar inspection ? 

In many organizations the procedures 

are like a garden that has been al- 

lowed to grow wild. They may once 
have been well-designed and execu- 
ted efficiently but poor control and 
inspection facilities may have caused 
them to get seriously out of line. 
One of the most common ways to 

keep procedures under good control is 
by the use of procedure manuals. 
Procedure manuals by themselves, 
however, are no guarantee that the 
procedures are actually being carried 
out as intended. A strongly devel- 
oped internal audit system or regular 
inspection by a systems and methods 
unit, whether internal or external, are 
two of the most effective means of 
ensuring that procedures are well- 
designed and are being followed effec- 
tively. 

(2) Are the procedures well-coordinat- 
ed into an integrated system? 

Often it is discovered that some pro- 

cedures are well-designed and oper- 

ating smoothly while other interlock- 
ing procedures are badly out of kil- 
ter. This is sometimes due to the 
individual abilities of administrative 
supervisors but more often it is caused 
by failure to regard all procedures as 
parts of a whole system — and the 
system will be just as efficient as the 
sum total of the efficiencies of its vari- 
ous parts. 

To achieve the desired overall stand- 
atd of efficiency in all procedures is 


a major challenge to the senior ad- 
ministrative official. Part of the 
answer lies, I think, in good means of 
coordination among supervisory per- 
sonnel. The committee method is 
often useful in this connection. An- 
other part of the answer is the effec- 
tive utilization of internal or external 
systems and methods units. 


(3) Do the procedures in themselves 


provide adequate internal control and 
safeguards against irregularities? 

The analysis of procedures to ensure 
that they have adequate built-in inter- 
nal control features is by no means 
the exclusive province of the profes- 
sional auditor. On the contrary it is 
one of the prime duties and responsi- 
bilities of every administrative official. 
The reported losses to business 
through embezzlement and _ fraud 
amount to an amazingly large sum 
every year. In the United States they 
run annually to over half a billion 
dollars; in this country they are no 
doubt proportionate, and these are 
only the embezzlements that are de- 
tected. 

One of the greatest satisfactions to 
any analyst of business systems is to 
combine an improved and more eco- 
nomical method with more effective in- 
ternal control. This aspect, therefoce, 
is one that is constantly in mind when- 
ever a system is under review. Inter- 
nal control is, of course, the keynote 
of any effective internal audit but it 
must also be constantly in the minds 
of administrative officials if the 
system is to be genuinely efficient. 


(4) Are forms and reports under a 


controlled program? 

Estimates of the clerical cost of pro- 
cessing forms in relation to the print- 
ing and paper cost of the forms them- 
selves range as high as twenty to one 
or more. It is small wonder, there- 
fore, that a study of the forms in use 
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and the methods of processing them 
are often a veritable gold mine to the 
trained systems analyst. Much can 
be accomplished, however, without 
benefit of outside systems consultants, 
by the administration itself, through 

a good forms control program. To be 

effective the administration of the 

control program should be the task of 

a responsible official, aided and assist- 

ed by an experienced methods man. 

Form design alone is an important 

factor but when the program includes 

a review of the processing methods as 

well, the results can be quite spectacu- 

lar. It is surprising how few organi- 
zations have taken seriously the con- 

trol of forms as a vital step in im- 

proving administrative efficiency. 

Similarly, a control of reports, some- 
times known as a “report index” is 

a useful and easily administered way 

of helping to ensure that the manage- 

ment reporting system produces the 
most effective results at the least cost. 
(5) Are the methods in force efficient? 

A whole series of points must be con- 

sidered to answer this broad question. 

Such points would include: 

(a) Is one-time recording, whether 
manual or mechanical, used 
wherever practicable? 

Are sorting and filing operations 
used instead of recording opera- 
tions wherever possible? 

Is the flow of various documents 
as direct as possible? 

Is the processing of documents 
for analysis purposes carried out 
with the most modern _tech- 
niques ? 

Is the office machinery and 
equipment well suited to its pur- 
poses and adequate in quality 
and quantity? 


(b) 


(c) 


(f) Is the office layout well arranged ? 

(g) Are the working conditions satis- 
factory ? 

(h) Is the filing system adequate? 

(i) Is there a record retention and 
destruction program? 

(j) Is there standardization and con- 
trol of office equipment and ma- 
chinery ? 

(k) Are methods subject to regular 
inspection and overhaul, where 
indicated ? 


Conclusion 


At the beginning of my remarks I re- 
viewed briefly, from an historical stand- 
point, the great strides which have been 
made during recent years in this country 
in the field of administration. Now, 
having mentioned the great value of 
forecasting and planning ahead in con- 
ducting our administrative and business 
affairs in an earlier section of this paper, 
it may not be inappropriate to venture a 
forecast of the future of administration 
as one of the three partners in enterprise. 


Historians of the future may well re- 
gard the assembly line production tech- 
nique as one of the great contributions 
to the progress of mankind which was 
developed and perfected by the North 
American peoples during the first half of 
the twentieth century. If our present 
rate of advance in management and ad- 
ministrative techniques continues un- 
checked, the same future historians in 
2052 A.D. may well close the chapter 
on the twentieth century by stating that 
one of the great contributions of the 
North American peoples during the sec- 
ond half-century was the development of 
management and administration from an 
art to a science. 





The American 
Accountant in Industry 


By Clinton W. Bennett, C.P.A. (U.S.A.) 


The industrial accountant’s role in industry has certainly 
grown in importance, in opportunity for service, and in responsibility 


N attempting to draw a profile of the 
accountant in industry in the United 
States it seems desirable to review first 
briefly the development of industrial ac- 
counting and consider the place it oc- 
cupies to-day in the American industrial 
enterprise. Against this background the 
accountant in industry takes on perspec- 
tive and emerges in more definite form. 


Historical Development 
of Industrial Accounting 


Industrial accounting as we know it 
to-day may be said to have had its start 
in the United States during the last two 
decades of the nineteenth century. One 
who had much to do with this develop- 
ment was the late Frederick W. Taylor, 
so-called father of scientific management. 
Dr. Taylor and his associates of that far- 
away day probably never thought of their 
pioneering work as industrial account- 
ing, but the big contribution which these 
men made to the art was the practical 
idea of setting standards of performance 
for jobs and of comparing the actual time 
taken to perform the jobs with these 
predetermined standards. It is interest- 
ing to reflect in these days of highly de- 
veloped industrial accounting techniques 


that these pioneers of some 75 years ago 
used all the fundamental principles of 
the modern standard cost system, with 
the exception of the continuous control 
of cost variances through appropriate 
cost variance accounts. 


In the succeeding years and up through 
the first decade of the twentieth century 
industrial accounting procedure develop- 
ed somewhat slowly. Progress seems to 
have been made more in the area of en- 
gineering than accounting. The torch 
was carried largely by industrialists who 
experimented with the new methods and 
found them valuable, and by a small but 
almost fanatical group of practitioners. 
The tremendous increase in industrial 
output brought about by World War I 
focused attention on the need for in- 
dustrial accounting methods and pro- 
cedures. The result was a blending of 
the work of the scientific management 
practitioners with that of the account- 
ants. This marriage produced the cost 
accountant, who operated in an area be- 
tween and overlapping the work of both 
the financial accountant and the indus- 
trial engineer. The work of the cost 
accountant usually leaned more heavily 
on accounting than on engineering tech- 
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niques and, as a result, the use of job 
order costs and allocated historical costs 
came into prominence. However, all 
during this period a limited but growing 
number of accountants continued the de- 
velopment of the standard cost or engi- 
neering approach to industrial account- 
ing. 

During the decade of high business 
activity in the United States which fol- 
lowed the close of World War I there 
was a widely expanded acceptance and 
use of industrial accounting in industry. 
This coincided with a substantial influx 
of trained cost accountants into manu- 
facturing positions. Although during 
this period there was also considerable 
expansion in the field of management or 
industrial engineering, which was the 
successor to the earlier term ‘“‘scientific 
management’’, the industrial accounting 
work of that period was largely under 
the direction of accountants, usually with 
shop training or experience, rather than 
engineers. The so-called actual or his- 
torical cost concept was widely used and 
the traditional accountant’s love of bal- 
ancing all cost transactions out to the 
last penny was indulged in all too often. 


Effect of the Depression 


The great depression of the early 
1930's made it necessary for the business 
man to re-examine all phases of his or- 
ganization to determine whether or not 
they represented valuable contributions to 
the business welfare. Those things which 
could not justify their existence in terms 
of this test had to be tossed overboard. 
Industrial accounting naturally had to 
stand up and be assessed along with all 
other activities of the business. In many 
cases the procedures were weighed in the 
balance and, in the opinion of the 
executives concerned, found wanting. 
Not infrequently this elimination or 
change of methods which was used form- 
erly went too far and, although expendi- 


tures were reduced, certain valuable op- 
erating information was lost. Out of 
this crucible, and developed from the 
white heat of necessity, came a much 
greater appreciation on the part of tne 
business community of the important con- 
tributions which practical industrial ac- 
counting can make to the organization, 
and a more general understanding of the 
particular techniques which will best pro- 
vide management with the tools needed 
in the day’s work. All of this resulted in 
a greatly expanded use of practical 
standard cost procedure and a corres- 
ponding decline in the use of historical 
or book-keeping costs. The intense com- 
petition of that period had the beneficial 
result of educating great numbers of 
executives in the fundamentals of prac- 
tical industrial accounting, to the great 
benefit of the business community gen- 
erally through improved competitive con- 
ditions and enlightened operations. 


It was well that this broadening of 
the industrial accounting concept of so 
many executives took place, otherwise ac- 
counting and control problems which 
were ushered in during World War II 
and which were phenomenal in scope for 
most industrial companies might well 
have been appreciably greater. For near- 
ly ten years prior to the outbreak of 
World War II, American industry had 
been operating at low levels of output 
with price structures geared to these 
levels. Almost overnight, with the out- 
break of the war, came the demand for 
capacity operations in practically all lines 
of manufacturing. There was no pre- 
vious yardstick of measurement which 
could be used to determine fair prices 
and probable profits at these new volume 
levels. In many lines multiple-shift op- 
erations were called for where single- 
shift operations had been the order of 
the day for many years. Obviously, his- 
torical or accounting costs would be of 
small value to management in its efforts 
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to get fast answers to the pressing prob- 
lems which were arising on every hand. 
Hence the experience gained during the 
lean years in developing practical com- 
bined accounting and engineering costs 
was of utmost value. 


Modern Industry and Accounting 


The industrial executive needs two 
fundamental results from his accounting 
procedure: (1) a general accounting 
plan which will record the day-to-day 
transactions with clarity and in sufficient 
analysis to make possible the prompt 
preparation of analytical statements of 
profit and loss and of condition at the 
end of each month; and (2) an indus- 
trial accounting plan which will show 
the anticipated cost of all products in the 
line, the effect of varying volume levels 
of these costs, and continuously reflect in 
usable detail any differences which may 
be found to exist between these antici- 
pated costs and the actual results. 


This information is needed particularly 
by the medium-sized and small American 
industrial enterprise because, by the very 
nature of things, the small business has 
to be more efficient than so-called big 
business if it is going to compete suc- 
cessfully with giants in,jits industry. 

A few examples will illustrate the 
practical uses of modern industrial ac- 
counting. 


An ever-present problem is that of 
measuring the profitability of the differ- 
ent products which a company makes. 
Obviously, it is a simple matter to deter- 
mine the calculated cost of each product 
and the resulting gain or loss. There- 
fore why not simply discontinue the un- 
profitable or marginal products? But un- 
fortunately life is not that simple. Im- 
mediately certain questions will arise, 
such as the effect on the business of the 
failure to provide a rounded line of 
products, and the effect on the cost of 


currently profitable products if they are 
forced to carry the burden otherwise ab- 
sorbed by the marginal products. Man- 
agement is expected to keep the plant 
busy, which means keeping people em- 
ployed and earning reasonable profits on 
the family of products, not necessarily on 
all specific products. The answer to this 
question of product-profitability can only 
be provided by soundly developed ac- 
counting and cost information. 

When and at what price to sell to a 
large buyer can pose a serious problem. 
One of these huge companies may offer 
the medium-sized manufacturer a suffici- 
ent volume of business to utilize a size- 
able amount of his plant capacity for con- 
tinuous operation over a long period of 
time. The buyer will usually want a 
substantial price concession on the theory 
that the manufacturer will have practical- 
ly no selling and little administrative ex- 
pense. This argument may prove correct 
provided the manufacturer will discharge 


people and otherwise reduce selling and 


administrative expenses commensurate 
with the desired reduction in price. But 
unless this is done the regular products 
will have to bear as additional cost the 
expenses which will not be recovered in 
the special price. It is not intended to 
argue that sales to large buyers of this 
type are not desirable, but instead to 
emphasize the fundamental need of ade- 
quate industrial accounting and cost in- 
formation as a means of determining 
whether or not such business is desirable, 
as it well may be, and of obviating the 
possibility of the manufacturer pricing 
himself out of business. 


Data on Labour Costs 


The industrial executive needs continu- 
ous and accurate data in connection with 
labour costs. Following the great de- 
pression of the thirties, labour unions in 
the United States expanded phenomenally 
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and wages increased substantially. The 
principle of paying the highest possible 
wages has been quite generally accepted 
by American industry for many years. 
Whether or not any wage can be afforded 
will depend entirely on whether or not 
it is earned in terms of production. No 
wages are too high provided the goods 
produced can be sold in adequate volume 
at prices which will return fair profits to 
the enterprise. Management must have 
continuous information with respect to 
the balance that is being achieved be- 
tween wages and the production received 
for them. 

Not enough attention has been accord- 
ed by industrial companies in the United 
States to the importance of having care- 
fully set-up systems of job evaluation to 
rate the jobs, and merit-rating systems 
to rate the employees who perform the 
jobs. So-called job evaluation plans 
are quite generally used, but all too often 
they fail to do an adequate job. A 
rather common weakness flows from a 
confusion of the job as such with the 
worker who is performing it. An un- 
fortunate result of the industrial system 
has been the too general failure to re- 
cognize the individual as such and to 
lose him in the mass group of workers 
simply known as “labour’’. Happily, 
many industrial companies are recogniz- 
ing this fact and are taking steps to cor- 
rect it. This can be helped effectively 
through the proper development and use 
of merit rating coupled with job evalua- 
tion. With this program in effective 
operation, the worker, regardless of his 
job, ceases to be lost in a huge group 
and becomes recognized as an individual 
who knows he is under the eyes of man- 
agement and that good work and loyal 
service will get commensurate rewards. 
Probably nothing the accountant can do 
for his company will be more rewarding 
than effective work in this important 


field. 


Some Industrial 
Accounting Techniques 

Assistance in obtaining the answers to 
these and other problems which are con- 
tinuously arising in industrial enterprises 
can best be provided by the use of 
standard costs. But it is not enough 
simply to have standard costs for all 
products in the line. The operating con- 
ditions which were used as a basis in 
setting up the standard cost must be 
definitely known. Fundamentally, the 
standard costs should reflect the cost of 
producing a specific product at a given 
level of output and under an assumed 
set of circumstances. All of these condi- 
tions must be definitely worked out. They 
represent the time-table of anticipated 
operations. An essential requirement of 
the standard cost plan is to provide 
management with knowledge as to how 
much can be cut from these standard 
costs before invading the field of out-of- 
pocket costs. In other words, in a period 
of intense competition, what is the point 
at which the company must stop doing 
business at a loss in trying to make a 
profit ? 

It has been traditional to separate costs 
into the two divisions of variable costs 
and fixed costs. To meet the needs of 
modern business this two-way split is not 
enough. A three-way cost analysis is 
essential: (1) out-of-pocket costs; (2) 
fixed or sunk costs; and (3) semi-fixed 
costs. Out-of-pocket costs are all those 
costs which are directly altered by 
volume — direct material, direct labour 
and all indirect costs which directly go 
up or down with the production of 
goods. The fixed or sunk costs include 
all expenses and costs which will be 
present regardless of operating condi- 
tions. They include insurance, taxes, de- 
preciation, watchmen’s salaries, firemen’s 
salaries, fuel, maintenance and any other 
kindred costs. Hence, on the one hand 
will be reflected all costs direct and in- 
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direct which vary directly with volume, 
while on the other will be shown all 
costs which will be present whether or 
not the plant is operated. The third 
element of semi-fixed costs refers to all 
expenses not allocable to the out-of- 
pocket or the fixed classifications. These 
are the salaries and other costs which 
management believes are essential in 
order to operate efficiently at the anti- 
cipated volume levels, and yet would 
have to be pruned in case of bad busi- 
ness. It would, for example, be im- 
possible for management to reach a 
sound conclusion with respect to the 
advisability of taking special-price busi- 
ness from large buyers as discussed pre- 
viously without cost knowledge broken 
down in accordance with this three-way 
split. This analytical information is 
also essential if the management is to 
determine intelligently the profitability 
of various products in the line. 





Statements for Management Purposes 


Management needs monthly profit and 
loss statements which are co-ordinated 
with the cost control program. Cost of 
sales should be obtained by pricing ship- 
ments at standard costs and not as the 
result of taking inventories. It should 
be emphasized that this procedure refers 
to income statements for management 
purposes and not to those prepared for 
general financial purposes at the end of 
the fiscal year or other period. The uses 
of the two income statements are very 
different. For financial reporting pur- 
poses the income statements should show 
the results of operating the business. 
This information is not sufficient for 
management purposes. Management must 
know continuously from month to 
month, not only the results of operations, 
but, in addition, these results must be 
known by classes of products costed on 
the basis of the standard costs which 
have been based on the management’s 








operating program. In this way man- 
agement can determine the operating re- 
sults that would be provided by the orth- 
odox income statement. But more im- 
portant, management will also know: 
(1) how these standards or predeter- 
mined costs compare with the sales dol- 
lars received for the products; (2) how 
much this resulting profit on the basis of 
standard costs will have to be adjusted 
upward or downward to reflect differ- 
ences between anticipated and operating 
results; and (3) reasons for the differ- 
ences. The reasons for the differences 
will be obtained from the monthly 
analysis of cost variances which, under 
certain operating conditions, may be the 
most important executive report that 
management receives. 

Many companies operate quite com- 
plete and detailed budget systems which 
start with the sales forecast and follow 
through the various points of control to 
the income statement and the balance 
sheet. Not infrequently these companies 
continuously co-ordinate operating results 
with budgeted anticipations to obtain 
variances in all important phases of 
operations. 

It should be emphasized that these 
completely budgeted situations are the 
exception and not the rule. It should, 
however, also be pointed out that where- 
ever standard costs are used, whether or 
not they are tied in to the financial books 
of account, some form of budgeting will 


be found. 


Status of the 
Accountant in Industry 


It is obvious from a review of this 
brief outline that the job of the account- 
ant in industry is an important one and 
that the person who fills it satisfactorily 
must have stature. He may, for example, 
be known in his company as treasurer, 
controller, chief accountant, auditor, but 
whatever his title, the chief accountant in 
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industry is a man of importance and it 
he measures up to his opportunities he is 
likewise a man of substantial value. As 
opportunities for the accountant have 
widened, his responsibilities have na- 
turally kept pace. At times he is in a 
rather difficult position. He is a mem- 
ber of the management team. In this 
capacity he is subordinate to the chief 
executive of the company. Yet he is a 
professional man, even though all of his 
time may be devoted to the work of a 
single employer. Parenthetically, it seems 
clear that the test of a professional man 
is the type of work he does and the at- 
titude of mind which he brings to the 
day’s work. The accountant who devotes 
all of his time to the affairs of a single 
company may be every bit as much a 
professional man as his brother who 
serves a number of companies. So the 
industrial accountant, although subordin- 
ate to the chief executive, is a profession- 
al man and as such he has definite re- 
sponsibilities to third parties who may 
rely on accounting reports upon which 
he has placed his approval. The ac- 
countant in industry who issues financial 
statements to be used by third parties, 
which he knows to be false in any par- 
ticular or which he should have known 
to be false had he exercised the care 
and prudence expected of a trained man, 
does so at his-personal peril, and he 
could be estopped from pleading in his 
defence that his superior officer ordered 
him to take the steps which he took. 
Hence, more and more, the accountant 
in industry is in his responsibilities 
achieving somewhat the same position as 
the certified public accountant in public 
practice who must at all times maintain 
an independent position with respect to 
all parties. 

There are still some who maintain 
that the chief accountant in industry 
should report directly to the board of 
directors and not to the chief executive 
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of the company, since as a professional 
man he should be independent of the op- 
erating management. This idea would 
obviate the peculiar position of the ac- 
countant as referred to above. Theoret- 
ically, a good case can be made for the 
principle of having the chief account- 
ant report directly to the board of di- 
rectors, but from a practical standpoint 
the plan is unsound. As a matter of good 
organization, the president of the com- 
pany, or the chief executive, regardless 
of his title, is engaged by the board of 
directors and held responsible by the 
board for his actions and for the results 
of the company under his direction. It 
is essential therefore that he have a free 
hand in all phases of operation, includ- 
ing the hiring and firing of personnel. 


Practical Aspects 


As a practical matter, however, if the 
chief accountant is part of the manage- 
ment team but, at the same time required 
to report to the board of directors, he 
will be placed in an impossible position 
the first time he takes an important stand 
with the board in conflict with the ideas 
of the chief executive. In practice, the 
only way this procedure would work 
would be for the board of directors to 
engage the chief accountant and have him 
report directly to the board and in no 
way be responsible to the chief execu- 
tive. This would seem to add an un- 
wieldy step to the business organization 
and details to the work of the board 
which ought not to be performed by its 
members. It seems quite generally ac- 
cepted practice in the United States for 
the chief accountant to report directly to 
the chief executive of the enterprise. If, 
however, the occasion arises wherein he 
finds himself faced with instructions from 
his superior which would require him to 
do something which he, as a trained pro- 
fessional man, knows he ought not to do, 
his course of action must be quite clear. 
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He must (1) either convince the superior 
officer of the necessity for conforming 
to proper and accepted procedure or (2) 
resign. Ethically speaking, an account- 
ant cannot compromise on a fundamental 
issue of this sort and, practically speak- 
ing, doing what he knows to be the right 
thing will prove to be good business. 
It may keep him out of jail. 

Not only is the accountant in industry 
an important member of the manage- 
ment team but there is an increasing 
tendency to include him in top manage- 
ment committees and not infrequently on 
the board of directors. It is also in- 
teresting to note the substantial number 
of chief executives of American indus- 
trial companies who started as account- 
ants. With the continuing growth and 
complexity of American business it would 
seem reasonable to assume that the ac- 
countant in industry will play an in- 
creasingly important part in industrial 
councils and will find ever-widening op- 
portunities for service. 


Some Social Implications 


The accountant in industry is becom- 
ing increasingly conscious of the social 
aspects of his work. With industry op- 
erating at high levels of output so essen- 
tial to mass production enterprises and 
with competition ever present, the cost- 
ing concepts of the accountant can have 
far-reaching effects on the successful 
operations of his company. 

Unsound costing procedure coupled 
with unsound methods of price deter- 
mination could well serve to price a com- 
pany out of a competitive market. Under 
the most favourable circumstances a 
delicate balance must necessarily exist 
between the three fundamental elements 
of wages, prices, and profits. When one 
of these elements gets out of balance 
with respect to the others, difficulties de- 
velop and as an indication of the mag- 


nitude of the troubles which may flow 
from unbalance in this area it is only 
necessary to recall the economic history 
of the not too distant past. 

The first and fundamental job of busi- 
ness must be to serve the public interest. 
There are some who believe that the 
first job of a business enterprise is to 
make profits. Obviously, unless adequate 
profits are earned no business enterprise 
will long endure. But if the enterprise 
exists solely to earn profits for the 
owners, it is most decidely not carrying 
its load in the modern social structure. 
This job of serving the public interest 
requires that: (1) business constantly 
strives to get more goods to more people 
at the lowest possible prices; and (2) to 
the greatest extent possible provides a 
job for every person who wants one and 
at the highest possible wage. All seg- 
ments of society in the United States 
are realizing more and more that full 
employment at high wages is essential 
if the American system of free economy 
is to survive in a world that has been 
drifting toward totalitarianism. Except- 
ing in periods of national emergency 
there is no place for spread-the-work 
methods or other imposed limitations on 
output. 

The public attitude towards business 
is going to depend more and more upon 
the job that business does in meeting 
these fundamental, highly important 
social problems. For the first time in 
recorded history we are rapidly develop- 
ing an industrial system that is capable 
of producing all the things that we need 
and want, but we have much to learn 
about how to bring to all the people the 
high standards of living which this sys- 
tem can make possible. In this tre- 
mendous job the accountant in industry 
has a marvellous opportunity for service 
and, by the same token, a grave re- 
sponsibility. 








Recent Books 





State and Local Taxation — Cases and 
Materials, by Jerome R. Hellerstein; 
published by Prentice-Hall, Inc., New 
York, 1952; pp. 862 and index; price 
$9.75 

This book would be invaluable for 
anyone having continuous contact with 
the manifold and intricate legalities of 
American state and local taxation. A 
case book prepared for use in the 
teaching of tax law to American stu- 
dents, it examines all significant judi- 
cial decisions affecting the major fields 
of state and local taxation. The more 
important of these are reproduced ver- 
batim, and the others, running to hun- 
dreds, are presented in summary form. 
Each new phase of taxation is intro- 
duced with a brief analytical discussion 
of the legal problem at issue and the 
relevance of the jurisprudence, and the 
whole book is well integrated with 
background material of a general char- 
acter on the American state and local 
tax system. 


The book opens with a review of 
the historical development of state and 
local taxes and a discussion of the con- 
stitutional background. The latter of 
course is markedly different from the 
Canadian. The American States were 
given the very broad powers which 
were allotted in Canada to the national 
government, but were put under strict 
limitation in the exercise of those 
powers that are either absent or of 
minor significance in Canada. As a 
result the emphasis in American state 
tax litigation has been an “equality of 
treatment” and “interstate commerce”, 
both aspects almost foreign to Cana- 
dian jurisprudence. 





A general section on business taxes 
discusses corporation levies, sales taxa- 
tion, and stamp taxes. As a prelude 
to a similar discussion of death, gift 
and personal income taxes the influence 
of the “Due Process Clause’ on this 
form of taxation is examined at length 
in a separate section. Under the head- 
ing “Ad Valorem Property Taxes” 
both real and personal property levies 
«re dealt with, and the book concludes 
with sections on exemptions from 
taxation and tax procedures. 

This is hardly a book that tax prac- 
titioners in Canada will find indispens- 
able, but with the increasingly close 
ties between Canadian and American 
business and the growing interest of 
Canadians in the American market it 
undoubtedly will be of use to some. 
Perhaps it is of most interest, however, 
as an example of a publication in a field 
which is still almost virgin territory 
in Canada. 

J. H. PERRY 
Director of Research 
Canadian Tax Foundation 


The Valuation of Goodwill, published 
by The Incorporated Accountants’ Re- 
search Committee, London 


This booklet of 39 pages deals with 
remarkable clarity and adequately with 
the many points that may have to be 
considered in valuing goodwill. It 
is divided into three main sections: 
The Sale and Purchase of a Business, 
Professional Goodwill, and The Valua- 
tion of Unquoted Shares for Probate. 
The first two are of general applica- 
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tion; the third contains some purely 
British legal matter, but this section 
also deals with things of interest to 
accountants in general. 

“It may happen that one business 
will decide to purchase another busi- 
ness in order to reduce or eliminate 
competition. In such cases any good- 
will valuation as normally ascertained 
by an accountant is likely to be of little 
use, because the price will be governed 
on the one hand by the amount which 
the purchaser is able and willing to 
pay, and on the other hand by the 
amount which the vendor thinks he can 
obtain.” (p. 13). I suggest that this is 
true of all goodwill valuations except 
for purposes of succession duty. What 
an accountant has to do is to produce 
a formula which appears to be reason- 
able to both parties, and he convinces 
them that it is reasonable by showing 
that he has taken into consideration 
all the points set forth so well in this 


booklet. 
C. A. ASHLEY, F.C.A. 
University of Toronto 


Case Lore, by Ernest Evan Spicer; pub- 
lished by Reinhardt & Evans Ltd., Lon- 
don; pp. 294; price $4.25; available in 
Canada from British Book Service, To- 
ronto. 

“Case Lore (Leaves from the Note- 
book of a Professional Accountant)” is 
a book that all accountants should 
give to their friends and clients for the 
hero is Charles Greatheart, the dis- 
tinguished accountant. In a humorous 
and clear vein, Mr. Spicer points up the 
anomalies existing in the estate and in- 
come tax taws of the United Kingdom. 
A number of the pitfalls which Mr. 
Greatheart helps his clients to avoid 
have their counterpart in Canadian 
statutes and his astute advice is worthy 
of consideration here. 





7\ 


Recalling his days as an articled 
student and then as a young practi- 
tioner, Mr. Greatheart also records 
some of his experiences in cases of 
fraud and, perhaps this should not be 
mentioned, with the laws of chance. 


The illustrations by George Charity 
are masterpieces and in themselves well 
worth the price of admission. The book 
as a whole is a rarity in the accounting 
field, for it is entitled to full recogni- 
tion both as an exposition of some of 
the complicated peculiarities with 
which accountants, and indeed all tax- 
payers, have to deal and as a tonic to 
those who are overworked and de- 
pressed by the problems of year-end 


closings. 
C. L. KING, F.C.A. 


Company Control, by T. G. Rose, F.I. 
I.A., M. I.Mech.E., M.I.P.E.; published 
by Gee & Co., London; pp. 40; price 
11/4 

This slender but pithy volume begins 
by asserting that at the head of every 
going concern there is one man who 
is in charge of operations—the manag- 
ing-director. How well he understands 
the nature of his job and prepares him- 
self to fill its requirements will deter- 
mine the success of the whole business. 
From this postulate the author proceeds 
to deal with the duties of managing- 
directors, the external and internal 
matters on which they must have cur- 
rent information, and the ways in 
which such information should be 
presented. 

The last third of the book, however, 
takes an interesting turn. All the 


monthly reports, flow-charts, and sta- 
tistics are pushed to one side so that 
the managing-director might have a 
chance to look across his desk and 
examine his business as a community 
of human beings with himself as the 
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leader. There is an analysis of the 
three basic elements of this commun- 
ity: the collective personality of the 
group, the individual personalities of 
the members of the group, and the spe- 
cial personality requirements of the 
chief himself. “All success and well- 
being can be traced back to the charac- 
ter of the chief, just as all internal 
trouble and inefficiencies can be traced 
back sooner or later to a failing on his 
part,” is Mr. Rose’s claim. 

Though this venture in defining the 
framework of the managing-director’s 
job may be brief indeed, let no one 
conclude that it must on that account 
be superficial. 


LV. 


Financial Statement Analysis, Prin- 
ciples and Technique, by John N. 
Myer, Assistant Professor, New York 
University; published by Prentice-Hall 
Inc., New York, 1952; pp. 264 and 


index; price $6.00 

The chapter headings are indica- 
tive of the setup of the volume: 

Comparison of Balance Sheets 

Variation in Current Position 

Comparison of Income Statements 

Variation in Income 

Trends 

Financial Structure 

Interpretation of the Measurements 

Sundry Ratios 

Sundry Measuring Devices 
Although the reader encounters old 
signposts on the road, Myer succeeds 
in shedding light on new approaches 
and practical applications which are 
sometimes in danger of being over- 
looked by the academician. The stu- 
dent-in-accounts will be glad to hear 


that “the analyst in business will not, 


necessarily, make all the computations 
(but) . . . may, in the course of time, 
develop a sense of direction and pro- 
portion to such an extent that he will 
be able to recognize unusual trends and 
proportions without making any formal 
computations’. The book is well 
illustrated by graphs and particularly 
the chapter on “Trends” stresses the 
value of relative graphic presentation 
of variations in terms of percentages 
rather than in absolute figures. The 
pitfalls of using average ratios as 
standards are clearly exposed. 

The author properly acknowledges 
the price level problem, remarking that 
the analyst ‘“‘will take into considera- 
tion such information as he has avail- 
able with respect to price levels. This 
procedure to be sure cannot be expect- 
ed to yield precise results; and the con- 
clusions arrived at will not be absolute 
but rather the opinion of the analyst”. 
The author suggests that the term 
“Position Statement’’ may supersede 
that of “Balance Sheet”. 


The book, which contains as Appen- 
dix A the Accounting Concepts and 
Standards Underlying Corporate Finan- 
cial Statements (1948 Revision) of the 
American Accounting Association, and 
as Appendix B an Extract from Regula- 
tion S-X of the Securities and Exchange 
Commission, ‘Form and Content of 
Financial Statements’, is not only a 
valuable reference volume, but can 
easily be read from cover to cover, a 
quality too often lacking in specialized 
treatises written for experts, practition- 
ers, and students as well. 

GEORGE MOLLER, D. JuR., C.A., R.LA. 
Hamilton, Ontario 
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Final 


Prizewinner: Gold Medal and $25 prize for 
highest aggregate marks—Mervyn S. Devon- 
shire. 

Passed: Anderson, A. M.; Askin, W. E.; 
Audell, Eugene; Aykroyd, J. L.; Beaton, J. 
E.; Buchanon, D. G.; Cardiff, K. C.; Devon- 
shire, M. S.; Fowler, Keith; Hutchings, J. L.; 
Lakusta, T. E.; Long, S. A.; McIntyre, C. 
W.; McKinnon, W. R.; Munro, R. J.; Necyk, 
J. J.; Rafter, T. J.; Rogers, D. W.; Rois, 
A. N.; Saffel, Arnold; Shikaze, Ben; Wilson, 
J. F.; Williams, H. A. 

Granted Supplementals: Auck, H. R.; Car- 
roll, L. H.; Davies, A. K.; Dunaway, I. W. 
M.; Fowler, J. P.; Gibson, D. A.; Howard, 
W. E.; Ireland, C. W.; Johnstone, J. S.; 
Kaufman, S. R.; King, R. P.; Mainwood, 
Ernest; Maynard, A. R.; Parkyn, R. M.; 
Ramsay, A. D.; Roberts, E. R. 


Intermediate 


Prizewinner: $15 prize for the highest aggre- 
gate marks—Robert L. Timmins. 


Final 


Prizewinner: B. C. Institute Gold Medal— 
A. M. Murray. 

Passed: Ackley, G. H.; Anderson, D. McL.; 
Ashley, L. S.; Blake, I. S.; Bramley, J. H.; 
Brien, F. R.; Brown, J. R.; Burnett, W. F.; 
Claxton, A. H.; Corkish, J. F.; Curry, R. G.; 
Dobbin, L. P.; Dockerill, P. F.; Downey, 
A. E.; Dunlap, W. C.; Foster, W. M.; Gar- 
diner, J. G.; Greenwood, G. M.; Howes, J. 
N.; Kay, A. C.; McDougall, J. F. F.; Mit- 
chell, R. K.; Moul, G. E.; Munro, D. A.; 
Murray, A. M.; Nicholl, R. G. C.; Palmer, 
J. C.; Parker, J. F. W.; Paterson, C. B.; 
Pek, Michael; Philley, H. P.; Price, R. H.; 
Quelch, J. T.; Richards, H. J.; Rose, R. J.; 


Results of October 1952 
Examinations 


ALBERTA 


BRITISH COLUMBIA 





73 


Passed: Card, D. L.; Clarke, Z. D.; Fecto, 
R. J.; Flynn, G. L.; Jones, R. L.; Keroack, 
A. M.; McVean, B. S.; Milne, F. W.; Munro, 
3. §.; Noble, K. E.; Ribalkin, A. W.; 
Stewart, A. D.; Timmins, R. L.; Wallace, D. 
B.; Wilson, R. H. 


Primary 


Prizewinner: Bronze Medal and $10 prize for 
the highest aggregate marks—Earl J. Miller 
Passed: Archer, D. N.; Astle, H. T.; Benbow, 
David; Bigelow, G. H.; Bott, S. W.; Break- 
ell, R. B.; Brock, W. P.; Cargill, W. F,; 
Carson, R. W. H.; Cordingley, R. L.; David- 
son, J. G.; Dieleman, Abraham; Dogterom, 
Marjorie; Fair, J. M.; Feill, J. N.; Fuller, 
K. W.; Hamilton, J. R.; Hepburn, R. D.; 
Hollands, J. A.; Humble, L. F. T.; Johnstone, 
A. C.; Kasha, C. R.; Kelly, N. C.; Leding- 
ham, L.; Lundgren, R. D.; Lundie, Eileen; 
Manarey, W. H.; Mandrusiak, Johnnie; Ma- 
tishak, Z. R.; Miller, E. J.; Schigurski, Karl; 
Shutiak, J. R.; Wilson, R. A.; Wyllie, W. 
A. 






Sprinkling, P. H.; Trerise, E. J.; Trusler, W 
K.; Wall, R. G.; Waring, A. A.; Whittall, 
H. V.; Wilkinson, J. W. 

Granted Supplementals: Adam, A. L.; 
Bedggood, D. G.; Bestwick, Leslie; Court, 
R. A.; Docherty, J. S.; Estock, J. J.; Gilbey, 
K. E.; Harwood, G. L.; Jackson, A. H.; 
Moore, J. C.; Provost, J. H.; Woods, 
Bernard. 


Intermediate 


Prizewinner: C.I.C.A. Silver Medal and the 
B.C. Institute Silver Medal—W. J. Misener. 
Passed: Alves, D. R.; Banning, S. E.; Bar- 
clay, J. C.; Baynton, K. F. Y.; Bennett, L. 
K.; Blake, S. K.; Brooker, G. H.; Brownell, 
J. R.; Campbell, Hi R.; Carson, D: Js 
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Chambers, L. E.; Chong, Dick; Christian, 
C. W.: Courtice, G. L.; Dewar, R. P.; Dod- 
man, E. C.; Elliott, Gordon; Field, R. I.; 
Foster, J. T.; Gillon, A. R.; Gluska, Wm.; 
Goodwin, J. R.; Gray, G. C. P.; Greaves, 
R. G.; Greig, J. W.; Guman, P. G.; Hen- 
niger, E. C.; Hodge, R. E.; House, W. H.; 
Hutton, J. N.; Jackson, G. W.; Jones, D. H.; 
Ker, D. N.; Laban, C. V.; Lee, P. F.; Loff- 
mark, R. R.; Longmuir, A. E.; McFarlane, 
H. E.; McGuire, J. L.; Main, D. R.; Miller, 
A. D.; Misener, W. J.; Murray, W. S.; Neid, 
T. A.; Opie, R. W. T.; Park, R. W.; Pear- 
son, D. P.; Prince, W. W.; Rolfe, D. R. L.; 
Root, L. P.; Routledge, Daniel; Sinclair, J. 
A.; Smith, R. C.; Soderling, C. S.; Sproule, 
W. D.; Stables, Miss L. V.; Stevens, H. F.; 
Taylor, A. L.; Westfall, L. N.; Wilson, Eric. 


Primary 
Prizewinner: B. C. Institute Bronze Medal, 
and The B. C. Electric Co. Ltd. prize for 
English—S. E. G. Tench. 
Passed: Adams, I. M.; Baldwin, C. G.; Bar- 
don, H. D. R.; Bell, G. J.; Bonner, D. R.; 
Charko, E. H.; Clarke, W. H.; Clyde, D. J.; 
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Coles, J. A.; Cowan, N. E.; Crawford, A. L.; 
Cruickshank, W. D.; Davidson, W. G.-; 
Davidson, W. R.; Dedrick, John; Dewar, R. 
H.; Dewey, A. W.; Down, N. J.; Duncan, 
R. K.; Earle, H. B.; Eidsvick, O. I.; English, 
J. S.; Foote, R. A.; Foxall, C. D. L.; Frede- 
ricksen, H.; Freedman, R. M.; Gemino, D. 
C.; Gault, R. P.; Granger, H. M.; Graves, 
C. F.; Hibbert, C. L.; Hutchison, G. D.; 
Karras, H. B.; Kwong, J. K.; Lewis, K. W.; 
Liverant, R. B.; Lord, J. G.; McAllister, D. 
M.; McAstocker, T. L.; McDougall, H. J. B.; 
McKee, O. C.; McLeod, M. C. E.; McNeilly, 
J. T.; Macpherson, D. M.; MacPherson, W. 
R.; Manning, D. A.; Manuel, O. J.; Marak, 
P. J.; Martin, E. J.; Mathieson, P. M.; 
Minielly, R. L.; Mulleny, J. C.; Orr, C. K.; 
Pearmain, G. W.; Peck, D. C.; Pryce, C. C.; 
Rae, T. M.; Read, G. W.; Smith, H. B.; 
Smith, R. C.; Spence, F. W.; Stefanson, A. 
O.; Stewart, James; Stokes, J. B.; Tarling, 
G. A.; Tench, S. E. G.; Ternan, Miss Diane; 
Thomas, W. J.; Tidball, G. M.; Turner, G. 
B.; Watkinson, E. A.; Whyte, J. J. A.; 
Whyte, D. R.; Wood, J. A. 


MANITOBA 


Final 

Prizewinners: T. Harry Webb Gold Medal 
and the Institute Prize of $100—A. C. 
Boughner; Institute Prize of Books—B. I. 
Watson. 

Passed: Agnew, W. H.; Beatty, J. H.; 
Boughner, A. C.; Brown, J. O.; Campbell, E. 
G.; Cathro, C. L.; Dunsmore, F. R.; Ferns, 
D. C.; Gork, E. G.; Kohnen, P. P.; Krepart, 
V. E.; Laird, J. K.; Levenstein, R. A.; Love- 
lace, E. A.: McAlduff, J. D.; McConnell, 
D. M.; McMeekin, R. E.; Meyers, R. A.; 
Posen, A.; Rombough, B. B.; Skene, E. A.; 
Snell, W. J.; Stibbard, K. S.; Truscott, P. H.; 
Watson, B. I.; White, E. J.; Ziprick, W. K. 
Granted Supplementals: Busch, R.; Ching, 
T. F.; Cobb, D.; Fingold, N.; Jenkins, G. A.; 
Kowal, G.; McArdle, J. J.; McMillan, E. C.; 
Taylor, W. D.; Wildman, J. E. A.; Wood, 
R. F.; Woodcock, L. W. 


Intermediate 


Prizewinner: W. A. Henderson Silver Medal 
and the Institute Scholarship of $50—K. S. 
Dalton. 


Passed: Balzer, A.; Bieber, A. G.; Birtle, W. 
G.; Bolt, K. R.; Chiswell, W. E.; Dalton, 
K. S.; Deegan, R. C.; Duguid, J. G.; Evans, 
L. V.; Finch, G. C.; Forest, G. J.; Fraser, 
G. W.; Goyette, P. L.; Hardie, V. D.; How- 
ard, R. D.; Johnson, H. J.; Johnston, H. L.; 
Johnstone, R. D.; Kelm, A.; Loewen, W. H.; 
Lund, B. S.; Lytle, H. M.; McCallum, G. R.; 
McEwen, R. G.; McKague, R. E.; Neufeld, 
H. J.; Newman, B.; Nitikman, B.; Oldfield, 
J. W.; O'Neil, D. M.; Orchard, B.. P.; 
Peterson, R. M.; Wankling, R. A.; Wiebe, 
J.; Wirth, J. R.; Woodley, F. R. 
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NEW BRUNSWICK 


Final 


Prizewinners: Institute prize of $25—I. E. 
Millie and G. H. Steeves. 
Passed—Durward, R. D.; MacKenzie, R. L.; 
Millie, I. E.; Robertson, W. A. W.; Steeves, 
G. H.; Warner, C. G. 

Granted Supplementals: Anderson, J. R.; 
Brooks, M. S.; Girdwood, G. G.; Wadlin, 
G.M 


Intermediate 
Passed: Baker, R. J.: Bell, R. M.; Fraser, 
J.D.; Hubbard, M. J.; Noble, R. B.; Robi- 
doux, E. A.; Sparling, D. J.: Stevens, P. M 


Primary 
Passed: Black, R. W.; Gordon, R. S.; Ear- 
waker, E.; MacDonald, W. E.; Nixon, R. A.; 
Phelan, T. B.; Walton, L. M.; Whalen, J. 


NEWFOUNDLAND 


Final 


Passed: Reynolds, J. A. 
Granted Supplemental: Earle, C. W. 


Primary 
Passed: Phelan, F. T.; Moores, R. G. 


NOVA 


Final 


Prizewinner: 1952 Institute Prize for high- 
est standing in the Province—B. S. Creigh- 
ton. 

Passed: Coleman, W. D.; Creighton, B. S.; 
Fraser, A. G.; Hill, F. J.; Jost, E. A.; Kaul- 
bach, J. R.; McCallum, C. L.; McKinnon, 
L. J.; MacLeod, J. T.; Pitman, M. L.; Robert- 
son, R. A. 

Granted Supplementals: Campbell, R. M.; 
Evans, C. J.; Johnson, G. H.; Woodland, 
M. L. 


Granted Supplementals: Cooper, A.; Fur- 
long, H. M.; Janes, J.; McGettigan, W. A.; 
Morgan, C. F.; Noftall, G. H.; Robson, R. 
L. 


SCOTIA 


Intermediate 
Passed: Allen, John A.; Blackmore, A. L.; 
Currie, D. K.; Hare, G. J.; Hunt, P. A.; 
Mader, K. A.; Murphy, E. W. 
Granted Supplementals: Hiltz, J. G.; Palmer, 
P. A. 


Primary 
Passed: Hines, S. L.; McNaughton, D. P.; 
Carr, C. R.; Murphy, Max. 


ONTARIO 


Prizewinners: Ontario Institute gold medal 
and prize—Vernon G. Seadon. 
Special Ontario Institute second prize— 
John F. Robinson. 
George Edwards prize (Accounting) — 
Henry G. Simpson. 
W. T. Kernahan prize (Auditing I and II) 
—John A. Allen. 
E. R. C. Clarkson prize (Auditing III)— 
Philip H. Lyons. 

Intermediate 
Ontario Institute first prize—Donald K. Mc- 
Nair. 


Ontario Institute second prize—Kenneth R. 
Craig. 
George A. Touche & Co. prize (Auditing) 
John H. Fisher. 

Primary 
Ontario Institute first prize—William A. 
Bradshaw. 
Ontario Institute second prize—David Y. 
Timbrell. 
H. O. Glover prize (Accounting )—Raymond 
E. Thompson. 
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Final 


TORONTO 


Passed: Allen, J. A.; Bennett, R. F.; Black, 
D. G.; Blodgett, J. W.; Broad, R. H.; 
Brooks, A. R.; Burland, C. D. D.; Cannon, 
H. A.; Carruthers, J. B.; Chapman, H. M.; 
Clarke, A. J.; Conway, C. M.; Cooper, 
J. W.; Critchley, W. A.; Cummings, L. S.; 
Diamond, Samuel; Dickey, R. E.; Duberry, 
R. J.; Ewen, D. G.; Farley, E. E.; Feldstein, 
M. W.; Finley, D. J.; Gilkinson, V. S. J.; 
Godfrey, G. E.;; Goodwin, J. E.; Green- 
bloom, Paul; Gregory, W. A.; Hall, A. D.; 
Hall, J. T. L.; Hardacre, W. O.; Harris, 
H. M.; Harvey, J. D.; Hawkins, M. C.; 
Henry, C. D.; Hill, D. D.; Houser, Marvin; 
Hurst, F. W.; Innes, T. L.; Jackson, R. R.; 
Keefe, A. C.; Kirk, H. J.; Klyman, Milton; 
Knifton, H. E.; LaPrairie, R. T.; Layzell, 
G. H.; Linton, R. W.; Lyons, P. H.; Mac- 
Fie, C. A.; MacMillan, I. G. A.; McCamus, 
J. E.; McCarten, S. C.; McClelland, J. A.; 
McDonald, W. R.; McFarlane, A. N.; Mc- 
Intosh, S. A.; McKibben, Arthur; McAfee, 
R. E.; McLeod, J. N.; Marquis, R. A.; 
Midghall, J. G.; Mix, R. M.; Moore, R. K.; 
Moorhead, W. A.; Morton, R. C.; Murphy, 
G. E.; Newton, J. C.; O’Brien, T. J.; Paton, 
D. S.; Pugh, E. J.; Rabinowitz, Louis; Ralph, 
W. J. M.; Rennie, C. S.; Resnick, Donald; 
Rice, C. A.; Richardson, T. A.; Rine, Samuel; 
Roth, W. W.; Rowan, A. R.; Rumgay, D. A.; 
Saint, N. C.; Sauro, Olindo; Scott, D. C.; 
Scott, J. W.; Shantz, D. A.; Shapiro, V. R.; 
Shelson, Norman; Sherman, T. I.; Sinclair, 
W. T. O.; Smith, Earl; Smith, R. J.; Snell, 
D. M.; Snowbell, Harvey; Sprackman, 
Joseph; Starkman, Albert; Stevenson, J. R.; 
Strelbisky, Michael; Swan, Philip; Tate, 
W. C.; Temple, Harry; Thomas, A. J.; 
Thompson, A. E. J.; Turk, Harry; Tyler, 
G. J.; Tyson, T. F.; Vetzal, Roy; Wardle, 
W. H.; Wolfish, Meyer; Woods, K. S.; 
Zoberman, Albert. 


HAMILTON 
Passed: Darby, W. A.; Hamilton, R. M. C.; 
Hassal, M. A.; Lyttle, W. A.; McDermott, 
E. P.; Mitchell, G. E.; Nolan, E. P.; Russell, 
R. D.; Sampson, G. M.; Savage, W. R. R.; 
Smith, R. D.; Thomson, J. R.; Weiler, G. R. 


KINGSTON 
Passed: Benson, E. J.; Lloyd, K. A.; Matthews, 
E. C.; Maybee, N. W.; Walker, B. E; 
Warren, J. O. 

KENORA 
Passed: Moran, J. J. 

LONDON 
Passed: Caldwell, J. W. R.; Kime, W. E,; 
Reinhart, R. W.; Robinson, J. F.; Seadon, 
V.G. 

OTTAWA 
Passed: Aisenberg, Sydney; Blyth, T. F.; 
Doyle, Miss Fay; McBurney, D. F.; Mulvihill, 
G. M.; Proctor, H. C.; Putterman, Bernard; 
Stephen, A. M.; Thomas, L. G.; Wilcox, S.C. 

PORT ARTHUR 

Passed: John, H. G. 


SAULT ST. MARIE 
Passed: Tessier, C. S. 
TIMMINS 
Passed: Milne, F. L. 
WINDSOR 


Passed: Graff, K. W.; Pearsall, C. L.; Simp- 
son, H. G.; Stockwell, G. M.; Stoneman, 
W. M.; White, G. H. 


TORONTO 


Granted Supplementals: Appleton, R. G-.; 
Beynon, F. E.; Burch, F. W.; Butler, G. R.; 
Cameron, D. M.; Cannon, K. M.; Carter, 
M. E. H.; Edwards, G. S.; Elrick, K. E,; 
Fedder, Samuel; Fisher, Oscar; Fleming, P. 
E.; Geddes, James; Greene, W. D.; Hardie, 
G. E.; Hauch, R. W.; Iron, John; Levenstein, 
Lawrence; Levita, H.; Lewars, J. D.; MclIn- 
tyre, George; McLeod, G. D.; Martin, A. R.; 
Matheson, K. J.; Mitchell, D. R.; Noble, 
C. W.; Pauloff, N. D.; Philips, Sia; Pringle, 
H. D.; Pyzer, Allan; Rayman, Alan; Rumack, 
J. G.; Severn, Andrew; Sharp, P. E.; Sherk, 
C. E.; Shortly, J. L.; Stewart, F. W.; Stone, 
F. M.; Tanner, A. S.; Taylor, J. T.; Thomp- 
son, V. J.; Wallace, G. R.; Watson, W. T.; 
Wettlaufer, N. R.; Wheeler, E. C.; Wilson, 
D. R.; Winship, R. C.; Yalofsky, B. L. 


HAMILTON 


Granted Supplementals: Battler, J. 1; Craw- 
ford, J. A.; Guyatt, A. E.; Morgenroth, L. J.; 
Owen, E. E. K.; Peirce, M. B.; Taylor, J. B. 
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Results of October 


KINGSTON 


Granted Supplementals: Campin, B. G.; 
Hunt, D. J.; Sinclair, D. M.; White, M. E. 


LONDON 
Granted Supplementals: Murphy, N. P.; 
Robb, D. B. 

OTTAWA 


Granted Supplementals: Carlyle, J. K.; Hurd, 
K. G.; Kirby, D. A. S.; Levesque, R. R.; 
McLean, H. I.; Stotesbury, M. J.; Wilson, 
G. W. 

SAULT ST. MARIE 


Granted Supplemental: McKinnon, W. M. 
WINDSOR 
Granted Supplemental: Lescombe, K. R. 


Intermediate 


TORONTO 


Passed: Adams, E. C.; Adelkind, Samuel; 
Allan, J. M.; Arbuckle, K. F.: Ashforth, A. 
R.; Barrett, Murray; Bish, R. P.; Boyd, E. B.; 
Bradley, F. J.: Brazier, Thomas; Broadhurst, 
W. H.; Brown, V. A.: Campbell, R. N.; 
Caron, J. R.; Chapman, J. E.; Clayton, W. 
T.; Cohen, Aaron; Collins, W. B.; Crabbe, 
R. M.; Craig, K. R.; Crang, F. J.; Crase, W. 
M.; Cutmore, R. H. J.; Darch, L. A.; Dil- 
worth, A. J.; Dixon, S. A.: Eisen, S. H.; 
Farlinger, W. A.; Fine, Irving; Fisher, J. H.; 
Fisher, Milton; Freeman, H. M.; Frost, G. 
E.; Gibbins, J. G.; Gibson, J. G.: Glicksman, 
M. H.; Golan, R. A.; Gottlieb, Sidney; 
Gould, Seymour; Gurofsky, Bernard; Harri- 
son, Harold; Henderson, S. W. E.; Hillis, 
T. G.; Horne, G. W.; Horne, R. M.; How- 
son, R. V.: Howson, T. E.; Hyde, P. K.; 
Jarrett, D. R.; Jones, B. E. G.; Jordan, W. 
R.; Kane, J. G.; Kelly, G. A.; Kenny, R. W. 
N.; Kerr, J. W.; Krigstin, Myer; Lake, L. 
M.; Lando, A. M.; Laundy, K. H. C.; Law- 
son, F. A.; Ledger, B. D.; Leishman, J. E.; 
Lerner, Reuben; Lishewitz, S. L.; Lorie, R. 
B.; MacDonald, A. L.; MacDonald, S. F.; 
McCurry, Theodore; McDonnell, R. J.; Mc- 
Kay, R. E.; McKelvey, J. G. K.; McMulkin, 
P. B.; McNair, D. K.; Marchment, A. R.; 
Melville, W. G.; Millen, L. J.; Miller, John; 
Mitchell, A. H.; Moss, David; Owen, R. D.,; 
Parr, Edward; Patterson, J. R.; Payne, A. C.; 


1952 Examinations ar 
Peters, Alan; Randall, Lloyd; Reeve, A. W.; 
Roberts, G. R.; Roher, M. J.; Ross, M. W.; 
Scott, A. N.; Seddon, Paul; Sheldon, D. L.; 
Sinclair, D. B.; Smith, R. R.; Stephen, K. A.; 
Telfer, J. A.; Thomerson, W. C. R.; Thom- 
son, J. W.; VanNetten, John; Wagman, 
Sydney; Ward, K. H.; White, G. R.; Wil- 
liams, D. A. J. 
HAMILTON 


Passed: Baker, H. E.; Burley, Jr., D. W.; 
Callander, W. D.; Cook, J. M.; Curtis, S. 
J.; Dahmer, R. C. E.; Godry, J. S.; Kelly, 
Alec; MacDougan, G. R.; MacLean, D. R.; 
McCauley, T. A.; Nelson, W. W.; Pollock, 
Jerome; Shore, C. A.; Snider, H. E.; Steven- 
son, T. A; S. 

LONDON 
Passed: Abel, T. P.; Burt, B. L.; Dowding, 
R. B.; Garlick, Vernon; Johnston, C. E.; 
MacVicar, W. D.; McGill, B. E.; Mennie, 
J. A.; Morphy, D. B.; Pennington, R. E.; 
Priest, S. J.; Smyth, W. M.; Stewart, W. G 

KINGSTON 
Passed: Harkness, H. C. 

OTTAWA 
Passed: Dixon, P. T.; Fortin, D. R.; Hail. 
D. C.; LaRose, Albert; Miller, J. W.: Mor 
ris, J. H.; Sim, D. A.; Stinson, D. B 

SAULT ST. MARIE 


Passed: Lewis, G. H. 
SUDBURY 

Passed: Favretto, Alfred. 
TIMMINS 

Passed: Mangotich, C. Y. 
WINDSOR 

Passed: Allen, K. L.; McLean, D. L 
Primary 
TORONTO 


Passed: Akler, Saul; Andrews, H. E.; Arch- 
bell, G. R.; Balmer, F. R.; Barber, T. W.; 
Baycroft, J. H.; Beale, J. E.; Bennett, P. M.; 
Berger, I. M.; Bill, E. O. N.; Blackman, S 
L..; Bolton, D. G.; Bone, B. C.; Bradshaw, 
W.A.; Bradley, D. L.; Brown, B. B.; Brudner, 
H. E.; Burgess, F. J.; Carveth, H. W.; Cig- 
len, G. J.; Cleather, E. G.; Cooke, W. J.; 
Cooper, Bernard; Cotton, P. J.; Crossley, 
J. F.; Daschil, Hans; Dawson, G. M.; Degu- 
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tis, Morris; Dickson, J. R.; Doggart, R. J. 
S.; Duguid, A. S. G.; Durst, D. K.; Eckel, 
D. C.; Evans, C. D.; Finkleman, Sidney; 
Fletcher, Calvin; Flint, D. D.; Fox, D. S.; 
Furlong, Edward; Gotlib, Ben; Grant, J. W.; 
Green, Irving; Grosset, G. D. J.; Hamilton, 
R. J. P.; Hanna, R. J.; Hecker, H. S.; 
Hiscott, D. C.; Houpt, B. M.; Howey, G. 
E.; Ireland, M. W. K.; Irwin, H. D.; Isen- 
baum, Saul; Karrys, T. A. C.; Keenan, John; 
Kelly, R. W.; Kirk, M. D.; Koren, Henry; 
Ladowsky, S. P.; Leib, M. S.; Liddle, J. P.; 
McBrien, H. T.; McCallum, R. A.; McCon- 
nell, J. F.; McKeown, W. R.; McQueen, 
R. W.; Manchur, P. A.; Mann, R. W.; 
Massel, H. L.; Mateyko, Bohomir; Milstein, 
Irving; Murray, J. R.; Pasternac, Maurice; 
Perry, D. G.; Peters, L. F.; Posner, Joseph; 
Roberts, R. B.; Roher, Douglas; Rotman, 
Jack; Routery, F. J.; Sanders, R. D.; Sauve, 
L. P.; Schipper, A. S.; Shear, G. J.; Siesling, 
Isaac; Sloan, W. R.; Soutar, Miss Edith M.; 
Stefaniak, P. J.; Stowe, G. H.; Taub, Ber- 
nard; Timbrell, D. Y.; Title, D. N.; Tyrrell, 
James; Waddingham, R. C.; Wall, R. T.; 
Wardle, I. G.; Wellstood, P. H.; White- 
house, B. D.; Williamson, R. D.; Wilson, 
G. C.; Wilson, G. W.; Winer, M. A.; 
Zimmerman, A. H. 
HAMILTON 

Passed: Banner, R. J.; Brown, F. J.; Bur- 
rows, J. K.; Cantlon, C. D.; Catterson, Rob- 
ert; Cooke, S. J.; Donnell, R. N.; Evoy, R. 
O.; Henderson, M. G.; Humble, B. J.; Lucyk, 
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D. L.; Roantree, J. A.; Ross, R. B.; Shaw, 
W. R.; Stortz, J. J.; Thompson, R. E.; 
Urlocker, J. M. 

KENORA 
Passed: Ouellette, G. A. 

KINGSTON 
Passed: Blakely, W. J.; Brooks, H. P.; 
Carruthers, T. A.; Genge, N. B.; Jordan, 
Miss Nathalie C.; Taylor, R. L.; Wilson, 
G. G. 

LONDON 


Passed: Aziz, Mitchell; DeJordy, J. G. H.; 
Grant, D. C.; Hunter, J. K.; Luxton, J. A.; 
McDonald, J. A.; Pfisterer, F. W.; Smith, 
J. L.; Stone, G. M.; Summers, K. G.; Waters, 
B. R. 

OTTAWA 
Passed: Benoit, B. P.; Bonneau, A. C.; 
Bradley, W. L.; Drysdale, C. B.; Groslouis, 
Jacques; Gursby, I. R.: Morrison, J. K. A.; 
Pushman, J. R.; Ross, D. M.; Sanders, J. J.; 
Savage, P. D. J.; Scott, J. E. 

SUDBURY 
Passed: Caldwell, R. L.; Cook, B. A.; Hep- 
burn, F. G.; Kelly, F. P.; Mills, F. E.; Scott, 
S. Hi. 

TIMMINS 
Passed: Doner, M. N.; McDonald, C. D. 

WINDSOR 
Passed: Dalgleish, R. W.; Domagala, Victor; 
MacKenzie, R. W.; Peters, W. G.; Taylor, 
R. W.; Wilson, R. J. 


PRINCE EDWARD ISLAND 


Final 
Passed: Forsythe, H. A.: McKenna, K. J. 


Intermediate 
Passed: Johnston, C. E. 


Granted Supplemental: Dennis, G. D. 


Primary 
Passed: Mayhew, Robert. 


QUEBEC 


Final 


Prizewinners: Edward W. Netten—Two 


Gold Medals for highest marks in Canada 
and highest marks in Province of Quebec. 

Passed: Allan, W. G.; Allard, D.; Beeman, 
A. L.; Bell, J. D.; Bertrand, J. A.; Bleau, 


J..C.; Bonnell, L. G.; Briand, B. C.; Bris- 
son, A.; Brown, J. W. E.; Brunet, J. W.; 
Chudnofsky, M.; Conlan, H. J.; Craig, J.; 
Curtis, L. A.; Dakin, W. R.; Desjardins, H.; 
Desrochers, G.; Des Rosiers, J.; Dickson, 
F. T.; Dion, L.: Dodd, A. P.; Duhamel, 
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J. H.; Ellam, F. B.; Elman, I.; Ferstman, I.; 
Fishman, P. P.; Forest, J. C. B.; Friedman, 
L.; Fruchter, M. S.; Gauvin, M.; Gauvreau, 
C. A.; Gerstein, M.; Gesser, N.; Gilmour, 
R. A.; Goat, L. T.; Harris, H. W.; Hicks, 
N.; Joyce, M. W.; Lachance, B. F.; Lemieux, 


J..M.; Levesque, R.; Linder, C. M.; Long, 


A. D.; Louthood, R. S.; Low, W. G.; Mar- 
gles, P. L.; Marsh, E. B.; McBean, R. M.; 
Mignault, C. J.; Mitchell, W. G.; Morris, S.; 
Murphy, J. E.; Padley, D. T. G.; Poissant, 
C. A.; Reid, J. K.; Roberge, J. R.; Robit- 
aille, E. L.; Rosenbloom, B.; Routhier, P.; 
Saccomani, A.; Sandilands, G. D.; Schneider, 
H.; Schneiderman, H.; Schwartz, J.; Silver- 
man, A. S.; Smith, J. G.; Soroka, A.; Sten- 
del, D.; Sutherland, P. K.; Taylor, J. G.; 
Taylor, P. S.; Veinish, E. H.; Waldron, 
T. S.; Welikovitch, R.; Willows, F. I. H. 
McGill Licentiate Candidates: Aird, P. J.; 
Aird, W. R.; Aspinall, P. P.; Bigelow, E. L.; 
Bindman, E.; Boyd, G. D. M.; Brophy, F. S.; 
Brophy, P. M.; Couillard, R.; Couture, R. A.; 
Cunning, R. A.; Fallon, R. Henry; Fincham, 
K. C.; Godel, E.; Grant, G. M.; Hampson, 
J. G.; Harrison, K. D. V.; Hitzig, S.; How- 
ley, D. E.; Hunt, E. T.; Hutchinson, J. R.; 
King, W. D.; Kingsland, H. R.; Lachapelle, 
G.; Marshall, G. M.; Morse, T. S.; Mulligan 
J. G.; MacAulay, H. F.; McCrae, C. A.; Mc- 
Govern, E. P.; Nathanson, R.; Netten, E. W.; 
Pelton, E. A.; Quain, J. H.;, Rapier, D. E. W.; 
Rivelis, I.; Ross, D.; Seaboyer, G. D.; Shan- 
non, J. J.; Siblin, H. E.; Smith, H. L.; Smith, 
R. A. M.; Somers, A. F.; Stevens, G. D.; 
Whyte, R. D.; Williams, M. O.; Wilson, 
R. W. 

L’Ecole de Commerce de Laval Licentiate 
Candidates: Blais, J. R.; Dugré, P.-E; Four- 
nier, C.; Mainguy, A.; Marceau, V.; Michaud, 
M.; Myrand, M.; Renaud, G.; Robert, M. 
L’Ecole des Hautes Etudes Commerciales de 
Montreal: Brault, L. P.; Cloutier, Sylvain; 
Cété, Réal; deCotret, P. R.; Doray, Pierre; 
Dubois, Réal; Dulude, Raymond; Dumais, 
Bernard; Durand, Gilles; Gauthier, J. J.; Guy, 
P. P.; Jarry, Robert; Lemieux, Louis; Nault, 
Laurent; Moretti, Alfred; Mercier, Gaston; 
Ouellette, J. J.; St-Georges, J. M.; Viau, J. P. 
Granted Supplementals: Boisvert, J. P.; 
Clarke, H. A.; Cormier, J. B. M.; Crockett, 
D. J.; Davis, A. M.; De Rosa, J.; Doray, P.; 


Drobetsky, S. W.; Dubinsky, M.; Dunn, 
D. E.; Fortier, J. F. A.; Guénette, G.; Golf- 
man, I. W.; Hollinger, D. M.; Kay, J. J.; 
Lamarine, L. A.; Leebosh, B.; Maged, J.; 
McCarther, C. R.; Morris, M.; Morrison, 
J. S.; Ouimet, G.; Paradis, C.; Perrault, N.; 
Prinsze, S. R.; Redfern, T. L.; Rosenberg, 
L. R.; St-Louis, M.; Stein, M.; Tanguay, 
L. M.; Trivett, E. B.; Ward, J. J.; Weir, 
J. P.; Wilson, R. W.; Wormington, E. J.; 
Zucker, N. 

McGill Licentiate Candidates: Bigelow, J. W.; 
Crevier, O.; Lanfranchi, G. L.; Langevin, J. R.; 
Malone, J. G.; Miller, D. H.; Rainville, J. G.; 
Scott, K. H. H.; Thomas, R. M.; Watson, 
D. E.; Worrall, R. G. 


L’Ecole de Commerce de Laval Licentiate 
Candidates: Bergeron, V.; Bouchard, P. D.; 
Boulet, R.; Champoux, B.; Dugal, J.; Gagné, 
G. J. R.; Grenier, R.; Jacob, M.; Jourdain, 
G.; Maheux, P.-E.; Rheault, G. 

L’Ecole des Hautes Etudes Commerciales de 
Montreal: Alarie, Raymond; Bergeron, Gilles; 
Bilodeau, Robert; Bouchard, Guy; Bourgeois, 
Jacques; Camu, Marcel; Castonguay, J. B.; 
Deslauriers, Edmond; Dolbec, Georges; Du- 
mais, Bertrand; Dussault, André; Goyette, 
Pierre; Laflamme, Paul E.; Lafrance, G.; Lam- 
bert, Yvon; Landreville, C. E.; Leblanc, R. R.; 
Lefaivre, J. G.; Perreault, Marcel; Pressault, 
Vincent; Raymond, Gérard; Roussel, A.; Tulk, 
Frederick; Turgeon, Robert; Séguin, Richard. 


Intermediate 


Prizewinners: J. E. Maheu, Adélard Lemay 
—Silver Medallists—Tied for highest marks 
in the Province. 

Lieut.-Governor’s Medal—Henry John Han- 
non—second highest marks in the Province. 
Passed: Anderson, H. N.; Arcand, L.; Ar- 
mand, P.-P.; Baird, D. J.; Barrette, J.-L.; 
Barrier, H. G.; Boisjoli, L. A.; Bolduc, J. G.; 
Bourgouin, H. R.; Brady, P. J.; Burgess, C. L.; 
Burton, N. A.; Cameron, D. J.; Caron, G.; 
Carriére, G.; Chapdelaine, P. P.; Charette, J.; 
Cohen, I.; Courey, G. R.; Courey, J. R,; 
Coveyduc, A. L.; Culbert, T. N.; Dahms, 
E. C. M.; Decary, R.; DeVerteuil, L. J.; Ed- 
ward, J.; Eveleigh, J. H.; Foster, J. E.; Garié- 
py, P.; Girard, J.; Goldstein, G.; Grinton, 
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D. P.; Guindon, F.; Hannon, H. J.; Hersh, 
M.; Hoyland, R. B.; Jacques, R.; Kinsella, 
H. C.; Klar, B. S. Kredl, O.; Lemay, A.; 
LePatourel, C. B.; Lines, D. P.; Logette, T. A.; 
Lukach, N.; MacNaughton, A. A.; Maheu, 
J. E. A.; Maheu, J. E. R.; McGovern, D. J.; 
MacLeod, G. S.; Melrose, W. A.; Miller, P.; 


Minshall, D. H.; O'Shea, J. T.; Patenaude, 
P.; Phillips, V. A.; Pincott, J. H.; Reid, A. R.; 
Roth, N.; Sazant, H.; Shapiro, E.; Sherriff, 
J. A. Short, E. J.; Shulsinger, D.; Smyth 
T. G.; Somerville, Wm.; Sullivan, G. E. S.; 
Tarasofsky, A.; Taylor, F. R.; Tinmouth, 
E. W.; Vance, K. E.; Woods, G. 


SASKATCHEWAN 


Final 


Prizewinner: Robert C. Kjeldson—Victor 
Ferguson Memorial prize of $50 for the 
highest marks in Accounting, the Watson 
Sellar prize of $50 for the highest marks in 
Auditing, and the James Neilson Medal for 
the highest total marks. 


Passed: Abbott, B. M.; Balfour, S. A.; Bal- 
lentine, J. M.; Barsky, Samuel; Bortnick, 
Norman; Bourassa, Eugene; Burroughs, 
Robenarold; Chychrun, W. R.; Fair, J. R.; 
Gertler, A. B.; Gibson, John; Gobeil, R. E.; 
Greer, L. N.; Hodgins, S. H.; Horborenko, 
W. A.; Jahnke, H. W.; Jeffery, C. A.; Kay, 
J. M.; Kuss, R. L.; McAnelly, J. H. A.; 
Mabbs, S. A.; Morrison, J. A.; Newhouse, 
J. R.; Kjeldson, R. C.; Scott, J. D.; Seeker, 
L. R.; Smith, J. E.; Peters, K. E. 


Granted Supplementals: Barkley, W. D.; 


Professional Notes 





65th Annual Meeting of 
American Institute of Accountants 


Mr. Lorn McLean, president of the C.I.C.A., 
accompanied by Mrs. McLean, attended the 
65th Annual Meeting of the American Insti- 
tute of Accountants in Houston, Texas in Octo- 
ber. The Texans lived up to their reputation 
and were most friendly and expansive hosts. 
Following this meeting, Mr. and Mrs. McLean 
travelled to the Canadian Atlantic Provinces 
where, with Mr. Clem L. King, secretary and 
research director of the C.I.C.A. they visited 
the four Eastern Institutes. 


At Saint John, N.B. 


Arriving at Saint John on October 14, 
they met with the Council of the New Bruns- 


Beggs, D. C.; Gabora, Geo.; Galon, Geo.; 
Hodsman, J. B.; James, Cyril; Johnson, Shir- 
ley; Lowthian, S. R.; Raichman, H. S.; Tom. 
ney, J. D. 


Intermediate 


Granted Supplementals: Koehn, Harry; Jack- 
son, R. D. 


Senior 
Passed: Black, A. G. E.; Ferguson, A. J.; 
Gallagher, H. C.; Lutz, W. G. 


Primary 
Passed: Babiuk, P.; Bean, A. W.; Burns, K 
L.; Bundon, R. G.; Cyr, M. J.; Elligson, F. 
L.; Filyk, Nicholas; Gallant, R. N.; Heagy, 
C. E.; Hodgins, D. A.; Kanwischer, Waldi- 
mar; Lesiuk, F. M.; Mahoney, J. B.; Mos 
row, J. R.; Munro, R. J. M. 


wick Institute and were guests at a dinner 
meeting of the Institute. A reception was 
given that evening by Mr. G. A. Oulton, 
president of the New Brunswick Institute, and 
Mrs. Oulton in honour of the three visitors 
at which members of the New Brunswick 
Council and their wives were present. 


At Charlottetown, P.E.I. 


On October 15 and October 16, P.E.I 
chartered accountants held two functions: 
a reception was given by Mr. and Mrs. R. W 
Manning and a dinner meeting for the mem- 
bers and students had been arranged by Mrs. 
E. P. MacPherson, president of the P.E.] 
Institute, at which Mr. McLean and Mr. King 


spoke. 
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At St. John’s, Nfld. 

On Saturday, October 18, Mr. and Mrs. 
McLean and Mr. King visited Canada’s newest 
Province and were taken to Brigus on Con- 
ception Bay for lunch by Mr. R. Moyse, presi- 
dent of the Newfoundland Institute, at which 
members of the Institute and their wives were 
present. In the afternoon Mr. McLean and 
Mr. King met with members of Council to 
discuss problems of common interest. That 
evening, in company with members of the 
Institute and their wives, Mr. McLean and 
Mr. King were entertained at dinner and the 
theatre by Mr. and Mrs. R. Leith. 


At Halifax, N.S. 


At the regional conference held at Halifax 
on October 21 and 22, Mr. King spoke at 
one of the general sessions on “Current Trends 
in Financial Reporting’. Mr. McLean ad- 
dressed the closing dinner meeting, the sub- 
ject of his address being “Some Aspects of 
the Profession of Chartered Accountancy”. 

At an all-day session on October 22, Mr. 
McLean and Mr. King met with Mr. J. G. 
Vickery, president of the Nova Scotia Institute, 
and Council to discuss various problems of 
the C.L.C.A. and the Nova Scotia Institute. 
Two social functions were held in honour of 
the guests: Mr. and Mrs. Gerald E. Martin 
entertained at supper on October 19 and a 
reception was held in the evening of October 
20 by the Nova Scotia Institute. 


C.LC.A. New Appointment 


At the annual meeting of the C.I.C.A. in 
September, the question of obtaining addi- 
tional assistance to relieve the secretary and 
research director was again brought up for 
review. As a result, the Council of the C.I. 
C.A. announces the appointment of Mr. Renny 
Englebert as administrative secretary. He 
joins the Institute after being with the Health 
League of Canada for the past two years. 


In 1948 Mr. Englebert was appointed execu- 
tive assistant to Dr. J. M. Hershey, first com- 
missioner of the British Columbia Hospital 
Insurance Service. In this connection he also 
acted as secretary to the B.C. Hospital Advisory 
Council. As an author of several booklets 
in Canada and contributor to Canadian pub- 





lications, he brings to his new position addi- 
tional public relations experience. 


New Headquarters for C.I.C.A. 
and Ontario Institute 

On December 2, at a general meeting of 
the Ontario Institute, members of that Insti- 
tute approved a proposal to acquire land and 
erect a building at 69 Bloor Street East in 
Toronto. The C.I.C.A. has agreed to occupy 
part of the premises, leaving some space for 
temporary rentals and as provision for expan- 
sion for both Institutes. The land has already 
been acquired and plans are proceeding for the 
erection of the building as soon as possible. 

Such a building, apart from providing ad- 
ditional space for the annually increasing 
membership, should also enhance the prestige 
of the Institutes by serving as a dignified 
landmark and meeting place for the profession 
as a whole. 

(See sketch of proposed building om inset 
facing p. 51.) 


ALBERTA 


Mr. Gordon E. Woodman, C.A. announces 
the opening of an office for the practice of 
his profession at 312 Krozelle Bldg., Edmon- 
ton. 


MANITOBA 


Price, Waterhouse & Co., Chartered Ac- 
countants, announce the removal of their 
offices to 202 Bank of Toronto Bldg., 215 
Portage Ave., Winnipeg. 

* * * 

William Gray & Co., Chartered Account- 
ants, announce the change of their office 
address to Bank of Canada Bldg., Portage Ave. 
E. at Rorie St., Winnipeg. 

* * * 

Millar, Macdonald & Co., Chartered Ac- 
countants, 395 Main St., Winnipeg, announce 
the admission to partnership of Messrs 
Donald A. Tomlin, C.A., Arthur M. Tooley, 
C.A., and Raymond A. Wildgoose, C.A. 


NOVA SCOTIA 


H. R. Doane & Co., Chartered Accountants, 
announce the admission to senior partnership 
of Mr. B. M. Sears, C.A. Mr. Sears is resi- 
dent partner of the firm’s Amherst office. 








ONTARIO 
Mr. Nathan Starr, C.A. announces ‘the re- 


moval of his offices to Ste. 506, Sterling Tower 
Bldg., 372 Bay St., Toronto. 


Ottawa Chartered Accountants Club 


Members of the Ottawa Chartered Ac- 
countants Club heard a talk on a proposed 
world calendar at their first luncheon meet- 
ing on Thursday, December 18, 1952. Mr. 
Arthur J. Hills, chairman of the Canadian 
Affiliate of the World Calendar Association, 
was the guest speaker. 

Recently elected officers and executive for 
the 1952-53 season are as follows: president, 
C. G. Gale; vice-president, Geo. F. Wevill; 
past president, H. T. Aitken; secretary, J. H. 
Laird; treasurer, W. H. Huck; members of 


News of Our Members 





Mr. J. A. G. Page, C.A. (N.B.), is lecturing 
on elementary accounting in the Business 
Administration Department of the University 


of New Brunswick. 
% * * 


Mr. George Hudson, C.A. (N.B., N.S, 
P.E.I.), recently addressed the Moncton Gyro 
Club on “Interpreting a Balance Sheet”. 

* ok * 

Mr. T. C. Adams, C.A. (Ont.), has joined 

Canadian Marconi Company, Toronto, as 


comptroller. 
* a * 


Mr. F. Martin Turnbull, C.A. (Ont.), 
spoke on chartered accountancy as a profes- 
sion to the Rotary Club of Huntsville recent- 
ly. 
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executive committee, A. E. Foster, Lucien 
Masse, D. J. McClellan, and B. A. Millar. 


QUEBEC 


Margolese & Margolese, Chartered Account- 
ants, announce the admission to partnership 
of Messrs Ralph Welikovitch, B.Com., C.A. 
and Stanley Hitzig, B.Com., C.A. The prac- 
tice of their profession will continue under 
the firm name of Margolese & Margolese, 
Chartered Accountants, with offices at 1541 
Crescent St., Montreal. 

* * * 

William V. Victor & Co., Chartered Ac- 
countants, announce that henceforth their 
practice will be conducted under the firm 
name of Wm. V. Victor, Reisler, Gold & Co., 
Chartered Accountants, with offices at 1509 
Mountain St., Montreal. 


Mr. Roland Chagnon, C.A. (Que.), has 
been elected president of Fred A. Lallemand 
& Co. 

* * * 

At the “Institute on Cost Accounting for 
Hospitals” conducted by the Montreal Hospi- 
tal Council from December 2 to 4, three 
chartered accountants played a role in the 
program sessions. Mr. A. V. Harris, C.A. 
(Que.), spoke on “Principles of Cost Account- 
ing”; Mr. A. E. Bishop, C.A. (Que.), con- 
ducted a session on “Business Systems”; and 
Mr. Walter W. B. Dick, C.A. (N.B., N.S., 
P.E.I.), joined with Mr. Richard R. Rice to 
present “Cost Analyses”. 
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J. E. Smyth, C.A., Editor 





NOTES AND COMMENTS 


NE OF the advantages of writing 

notes and comments for publication 
is that one can read them later when they 
appear in print with great benefit to 
himself. We can even think of readers 
who would agree with us when we say 
that we probably derive more benefit than 
anyone else from our efforts. We are 
something like the man who, when 
caught in the act of talking to himself, 
said that he offen talked to himself — 
and found the conversation invariably 
rewarding. 

We note that in our comments of last 
month we said that a major purpose of 
the balance sheet was to disclose the 
methods used in arriving at the asset 
figures, and to assure the reader that the 
methods had not been altered, or if any 
had been, to state the effect of the change 
upon income for the year. It seems to 
us now that we should not leave the 
balance sheet without acknowledging that 
it does have some other uses. 


For us there are two other important 
matters which the balance sheet reveals 
at least indirectly: 

(1) the working capital position of 

the concern 

(2) the allocation of the dollars con- 

tributed by bondholders and 
shareholders between working 


capital and non-current assets. 
Of course if we say that these matters 
are important, and that the balance sheet 
shows them only indirectly, we beg the 


question why we do not prepare state- 
ments that will show them directly. In 
place of the conventional balance sheet 
we might, for example, have five separate 
(but relatively simple and direct) finan- 
cial statements, as follows: 


(1) A very brief balance sheet show- 
ing only single figures for each of 
working capital, non-current as- 
sets, and bondholders, and share- 
holders’ contributions; 

(2) A statement of changes in work- 
ing capital over the year; 

(3) A statement of changes in non- 
current assets over the year; 

(4) A statement of changes in in- 
vestors’ contributions over the 
year; and 

(5) A statement of the methods used 
in arriving at the asset figures at 
at the year end. 


There may be some who think they 
can detect in the suggestion we have 
made above a certain unfriendliness to- 
wards the balance sheet. We protest. 
We like the balance sheet. With the 
concern of one good friend for another 
we are only worried that the balance 
sheet may be being over-worked. To 
illustrate the point we present below a set 
of statements prepared along the suggest- 
ed lines. The reader will notice that the 
first of these statements 7s a balance sheet, 
though stripped, as we think, to its es- 
sentials. 
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THE NOVELTY Co. LTD. 
BALANCE SHEET 
as at 31 Dec 1952 


(for details see accompanying statements) 















































Assets Investors’ Contributions 
Working capital ........... $24,000 Bondholders ...... hasvease . Gyssvateae $25,000 ” 
Non-current assets .................. .. 56,000 Preferred shareholders ................ 10,500 In 
Common shareholders _. : 44,500 = 
a a U. 
$80,000 $80,000 ; Al 
—— a Eq 
All 
satan Pat 
THE NOVELTY CO. LTD. - 
STATEMENT OF WORKING CAPITAL 
for the year ended 31 Dec 1952 
Balance Balance , 
31 Dec. Net change during year 31 Dec. N. 
Current assets 1951 Increase Decrease 1952 
Cash on hand and in bank . .... $ 7,000 $3,000 $10,000 * 
Accounts receivable ............ 9000 1,800 10,800 
Government of Canada bonds ..... 9,000 $1,000 8,000 
Merchandise inventory .......... eae 11,000 3,000 14,000 
Prepaid insurance .... 1,000 200 1,200 
37,000 8,000 1,000 44,000 
Current liabilities 
Accounts payable 10,500 4,100 14,600 
Estimated liability for income tax 3,525 1,475 5,000 
Accrued liability (bond interest) 475 75 400 } 
sshasaceahnd | Bo 
14,500 3,272 75 20,000 
Working capital $22,500 re te $24,000 Pr 
——— ES _——_—_—— 
925 | 
Increase in working capital during the year $1,500 








N.B. See statement attached for methods of arriving at the above asset figures 
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THE NOVELTY CO. LTD. 
STATEMENT OF NON-CURRENT ASSETS 
for the year ended 31 Dec. 1952 











Cost 

31 Dec. Change during year 
Non-Current assets 1951 Increase Decrease 
Investment in subsidiary company . $16,000 a — 
MMII saigebscesecnt arent yeas a teie es nis 2a _— _ 
PM it leans dc pesccshseaelic .... 14,000 _— —_ 
Allowance for depreciation ........................ (5,650) (350)* 
RI ee as es seis ech ay pe «wis “DRO 8,000 3,000 
Allowance for depreciation .......... (6,350) (2,600) * (950)t 
PINE RINUN cv ciccatacsivacsvetacedinvesseots « 25,000 -- 
Portion of cost charged to past 

NNER 6255 isc hosp ences ... (8,000) (5,000) ** —_ 
$58,000 $ 50 $2,050 




















N.B. See statement attached for methods of arriving at the above asset figures. 


* Depreciation expense for year 
** Amortization of patents for year 
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Cost 
31 Dec. 
1952 
$16,000 
2,000 
14,000 
(6,000) 
26,000 
(8,000) 
25,000 


(13,000) 





$56,000 








t Portion of cost of equipment sold during the year which had already been charged 


to past operations 


THE NOVELTY CO. LTD. 
STATEMENT OF INVESTORS’ CONTRIBUTIONS 
for the year ended 31 Dec. 1952 


Balance 
31 Dec. Change during year 
1951 Increase Decrease 
Bondholders 
Bonds payable, 5% due 28 Feb.1954.... $30,000 $5,000* 








Preferred shareholders 


Share capital 
Authorized —- 200 shares of $100 par 
value, cumulative, non-participating 








NN EA tO Saree So ccdenk kit dn 8,000 2,000** 
Premium on shares issued .... ................ 400 100** 
8,400 2,100 








Balance 
31 Dec. 
1952 


$25,000 


10,000 
500 





10,500 
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Common shareholders 
Share capital 
Authorized — 2,000 shares of no 
par value 
Issued - 24,000 - 24,000 
Distributable surplus arising from 
apportionment of value assigned 























to no par shares issued 6,000 6,000 
Earned surplus 12,000 5,500t 3,000¢ t 14,500 
$42,000 5,500 3,000 44,500 

Total contribution of investors vevseeee $80,400 $7,600 $8,000 $80,000 














* Bonds payable redeemed and cancelled during the year 
** Preferred shares issued during the year 

t Profit for the year, per income statement 

tt Dividends declared and paid during the year: 


Preferred (no arrears) ................ $ 600 
Common . RNS Or Pe Ries 2,400 





$3,000 








THE NOVELTY CO. LTD. 


STATEMENT OF METHODS USED IN COMPUTING 
AMOUNT OF ASSETS AT 31 DEC 1952 


Assets Methods Used 
Current assets 

Cash on hand and in bank face value 

Accounts receivable face value less allowance for doubtful 
accounts (1951 — $1,000; 1952 — 
$1,200) 

Government of Canada bonds cost (market value at 31 Dec. 

; 1952 == $8,125) 
Merchandise inventory lower of cost or market; first-in-first-out 


(replacement cost at 31 Dec. 1952, 
estimated == $15,250) 
Prepaid insurance cost 


Non-current assets 


Investment in subsidiary company cost 

Land cost 

Building and equipment cost less recorded depreciation to date 

Patent rights cost less amounts charged to past opera- 
tions 


N.B. There has been no change in the methods used since 31 Dec 1951 


* * x * 
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To be truthful, we do not expect any 
large-scale abandonment of the balance 
sheet in its conventional form, as a 
result of the above illustration. We 
do, however, submit for the considera- 
tion of readers the following advan- 
tages for this type of presentation: 

(1) The balance sheet is much simpler. 
Its various aspects receive separate 
treatment in accompanying state- 
ments. 

(2) The balance sheet is reduced to 


what we think is its essential func- 
tion — a report of stewardship for 
investors’ contributions. 

(3) This type of presentation provides 
additional useful information on 
changes during the year. 

(4) None of the statements (including 
the balance sheet) shows a figure 
which may be taken as a “value” 
or “net worth” of the business. 
The reader is less likely to read 
“values” into the non-current 
assets. 


ON THE BALANCE SHEET 


“Hartley Withers has said that ‘to most of 
the shareholders [the balance sheet] is about 
as comprehensible as a passage from Brown- 
ing, translated into an unknown language’ and 
speaks of it as an ‘impossible cryptogram with 
an esoteric! meaning that is only revealed to 
an initiated caste, after much fasting and 
motftification.’ ” 

—From “What Is the Matter with 
Accounting?” by Henry Rand 
Hatfield, The Journal of Account- 
ancy October 1927 


* os * * * 
“In considering the question of classification 
it is well to remember that a balance-sheet is 
a financial statement, an account of money 


' esoteric: “confined to a select circle; confiden- 
tial” 


invested on the one hand (the capital and 
liabilities) and in what it was invested on the 
other. It is not a statement of the present 
realizable value of the company or a summary 
of the present value of its property ...” 


—From “Current Assets and the 
Going Concern” by Maurice E. 
Peloubet, The Journal of Ae- 
countancy, July 1928 


“The whole right side of the balance-sheet 
presents sources of financial capital; the whole 
left side presents forms of economic capital.” 


—From “High Standards of Ac- 
counting” by A. C. Littleton, The 
Journal of Accountancy, May 
1938 


CORRESPONDENCE 


RB: PUZZLE IN THE STUDENTS’ 
DEPARTMENT, NOVEMBER 1952 
Winnipeg, Manitoba 
Sir: You may be interested in a formula for 
solving the puzzle in the November issue of 
The Canadian Chartered Accountant. The 
pattern can be expanded to any size and offers 
no difficulty if adhered to. 


Key 


Place “1” in centre of top row. 

Always proceed to right and up. 

After “1” is placed in top row, move over 
to bottom of the column to the right for 
the next figure (“2”). 

Enter succeeding figures by proceeding to 
right and up (i.e., “3” etc.) 
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When the extreme right of a row is reached 
proceed to the extreme left of the next higher 
row, unless you are in the top row already, 
in which case place your next figure immedi- 
ately below your last figure. 

When proceeding right and up and you 
find your way blocked by another figure con- 
tinue in space immediately below your last 
written figure. 

If you have followed these instructions 
carefully your highest figure should be at the 
bottom of the column beginning with “1” 
and the half-way figure between “1” and the 
highest figure should always be half way 
between “1” and the highest figure in the 
same column. 


Illustrations 


(a) All rows and columns (horizontal, ver- 
tical, and diagonal) add to 65 


12] 19] 21 


181 25) 2 





(b) All rows and columns (horizontal, ver- 
tical, and diagonal) add to 175 





D. COOPER 


Editor's Note: The formula can be verified 


for the published solution to the November 
puzzle (December issue) by inter-changing 
the top and bottom rows. 
* +. * * . 
RE: AN INTERESTING PROPOSITION IN 
POUNDS SHILLINGS AND PENCE 


Fredericton, N.B. 


Sir: The following may be of interest to 
you as a “space-filler” in your students’ corner. 
Proposition: 

Write down a sum of money in pounds, 
shillings, and pence such that the number of 
pounds is less than 12 and the number of 
pence less than the number of pounds. Re- 
verse and subtract. Reverse again and add. 
The answer will always be £ 12 18s. 11d. 

















Illustrations 

I 
£ s. d 
11. 16. 10. 
10. 16. 11. 
19. 11 

11 19. 

£12. 18. 21. 

II 
£ s. d 
6. 2 4, 
4, 2 6 
1 19. 10 
10. 19. 1 
£12 18 11 


E. W. THOMPSON, C.A. 
For proof see top of p. 89 


5S * 5 
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Proof of Proposition in Pounds, Shillings and Pence 














= Ss. 
Assuming “c” < “a” and “a” < 12 a b 
MM CD) ceo rediate dosed eesblasssi css ds seeps c b 
Subtracting (2) from (1) ........ a—(ctl1). 19.* 
a Ct esse mean (c+12)—a. 19. 
Adding (3) and (4) ..........0..00.... ea a £12: 18. 


* b+20— (b+1) — 19. 
AN EASY PUZZLE FOR FEBRUARY 





d. 
c (1) 
a (2) 


(c+12) —a (3) 
a—(ct+l) (4) 


11. 


John’s actual salary is not enough for increased by $25 per month each year, 
his needs and he decides to borrow some he must borrow $5,010. 
money so that he will be sure of having What is his actual salary? 
$300 a month for the next five years. (Contributed by Mr. Harry Fitzgerald, 


Assuming that his actual salary will be Rouyn, P. Quebec). 


SOLUTION TO JANUARY PUZZLE 


A Spaniard 
B Rumanian 
C German 
D Italian 
E Hungarian 


PROBLEM 1 
Final Examination, October 1951 
Accounting III, Question 6 (20 marks) 


The following are the assets and liabilities of Y on the date of his death, 28 Feb 1951. 
Under the will, Y’s widow is to receive a specific bequest of $10,000 and has a life 
interest in the assets of the estate remaining after this and other bequests. 


ASSETS 


REMI ore tsb siete a8, 

NORTE SP ee ove sk 

Mortgages receivable .................. 

eee EMRE oo esis scs css apecccsc as sess i il tei 
Government of Canada bonds—3% (par $22,000) 
Ee dr rr pe tact Sites boi 
Interest in partnership . 

Household goods and furniture . 


LIABILITIES 
Estimated income tax 
Accounts payable 


$ 3,750 
27,500 
8,792 
75,000 
22,770 
100,176 
67,500 
4,500 


$309,988 








$ 3,300 
2,750 


$ 6,050 
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Mortgages receivable consist of: 


Mortgagee 


A 
D 


Interest Principal Accrued Interest 
Rate Amount to 28 Feb 1951 
5% $5,000 $ 42 
5% 4,000 600 


Value for 
Probate 


$5,042 
3,750 





$8,792 


——_— 


The Government of Canada bonds are quoted at $102.50 plus accrued interest 
28 Feb 1951. 
Listed securities consist of: 


K Co. Ltd. 
M Co. Ltd. 
N Co. Ltd. 


All quotes are 


6% Preferred 500 shares 
Common 1,200 shares 
4% Preferred 125 shares 


“cum div.” 


The executor handled the following transactions in the period | 
Aug 1951: 


19 Mar 
21 Mar 
16 Apr 
16 Apr 
18 Apr 


30 July 
9 Aug 

20 Aug 
20 Aug 


21 Aug 


28 Aug 


Required: 
(a) A statement of executor’s cash transactions for the period 1 Mar 1951 to 31 


Aug 1951. 
A statement of capital account for the period 1 Mar to 31 Aug 1951. 


(b) 


Paid accounts payable ............... 

Funeral expenses ....................... : 

Proceeds of life insurance ............. 

Specific bequest to widow .................0005. 

Dividend K Co. Ltd. quarter ending 31 Mar 

SUCCESSION GURY. .........05:5.05..0050020: 

income Tax .....:......... 

Coupons on bonds 

Specific bequests . ; 

Sale of bonds (including coieba interest disee- 
ORO ID scssssicccssians 

Purchase of $25,000 Pitvinte of Bhie, 31/,% 
bonds—interest payable 1st June and Decem- 
ber (includes accrued interest of $53) 

AS MOPAR! ANU PESE viens. ssn osses0scs-ccsess. 

A mortgage principal . as 

Dividend K Co. Ltd. quarter ending 30 June see 

Dividend M Co. Ltd.—six months ended 30 June 

SARE POD RECS TK MS. TG aoa os bic csssceccissssaneneees 

Sale 1,200 shares M Co. Ltd. ... 

Payment to widow on account of income 
Proceeds from foreclosure of D mortgage as of 
MMR op penciacies Saat ycsucierio nasa sinecacceee anti te 
Proceeds from interest in “partnership including 

$5,250 share of profits for fiscal year ended 
30 Jun ....... 
Executor’s fees ($1,450 chavgudite ( to ; copatal 


$53,750 
34,000 
12,426 


$100,176 


Mar 1951 to 


$ 2,750 
1,700 
75,000 
10,000 
750 
29,000 
3,300 
330 
7,000 


22,535 


25,663 
125 
500 
750 

1,500 
21,600 
34,000 

2,500 


4,100 


73,750 
1,700 





at 


31 








NOTE: 
For purposes of this question, where a time apportionment is required it is to be 
calculated by months. 
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A SOLUTION 
Y ESTATE 


STATEMENT OF EXECUTOR’S CASH TRANSACTIONS 
for period from 1 Mar 1951 to 31 Aug 1951 











Receipts Total 
16 Apr Life Insurance proceeds $75,000 
18 Apr Dividend K Co. Ltd. 750 
1 May Coupons on bonds 330 
22 Jun SRC OK DOMES: woncsascksc cece: six - ABSSS 
2 July A mortgage interest .......... 125 
2 July A mortgage principal .. 500 
20 July Dividend K Co. Ltd. ............. 750 
25 July Dividend M Co. Ltd. ..... 1,500 
30 July Sale of 200 shares K Co. Ltd. 21,600 
9 Aug Sale of 1,200 shares M Co. Ltd. 34,000 
20 Aug Foreclosure of mortgage D 4,100 
(83 x 4,100 (5 mos.) 
4,683 
21 Aug Proceeds of interest on partner- 
ship .... 73,750 
$234,940 
Disbursements 
19 Mar Accounts payable Siecces Aig Ee 
21 Mar Funeral expenses .................... 1,700 
* 16 Apr Specific bequest to widow .... 10,000 
20 Apr Succession duties ................ 29,000 
20 Apr Income tax mid ohyeeademeaiae wd 3,300 
7 May Specific bequest ................ 7,000 
23 Jun Purchase of Prov. of Manitoba 
oe nes. J Se. 25,663 
20 Aug Payment to widow re income 2,500 
28 Aug Executor’s fees ............ 1,700 
$ 83,613 
$151,327 
Cash on hand 1 Mar 1951 ........... Stale 3,750 
Cash on hand 31 Aug 1951 . $155,077 


Capital 
$75,000 
500 

220 
22,440 
42 

500 


500 
21,600 
34,000 

4,027 


72,000 


$230,829 





$ 2,750 
1,700 
10,000 
29,000 
3,300 
7,000 


25,663 
1,450 
$ 80,863 


$149,966 
3,750 


$153,716 
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Revenue 


$ 250 
110 
95 
83 


750 
1,000 


73 


A 


2,500 
250 


$2,750 


$1,361 





$1,361 
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(b) Y ESTATE 
STATEMENT OF CAPITAL ACCOUNT 
for period from 1 Mar 1951 to 31 Aug 1951 








Dr. Cr 
Balance 1 Mar 1951 ee ie a $ $ 303,938 
Loss on sale of bonds Be Pediat esas oe 110 
Profit on sale of K Co. Ltd. shares ........... 300 
Profit on sale of M Co. Ltd. shares ... 500 
Profit on foreclosure of mortgage ................... 277 
Profit on interest in partnership .................... 4,500 
Funeral expenses ; ee ee 1,700 
Specific bequests .... sSateecepseies a 17,000 
Succession duties aay eretks 29,000 
Executor’s fees .......... 3 po pe 1,450 
Balance 31 Aug 1951: 
Cash ..... Male SW RAE eee Tana he od $ 153,716 
Residence . Be Nee A were See ha 27,500 
Household and furniture .............000....000005- 4,500 
A mortgage Spee Meskea tabP onc eakesivbaiee nasa es 4,500 
RU RINNN RN esha ke secs tncecd ewopnce $ 31,950 
Pay RR MINS sec cus gisck sas uaccudunasveetswceos 12,426 
Prov. of Manitoba ............. .......... 25,663 70,039 260,255 
$ 309,515 $309,515 
Editor's Notes: 


(1) The above solution assumes that the sale of 200 shares of K Co. Ltd. on 30th July 
was “ex dividend”. If the sale had been ‘cum dividend” the entry would have been, 


ee ER TT RRS le ee ee cree ee eerie ser a re 21,500 

SRI NII I i ah at ly Monet 100 
Ree a RINNET PIRMANOREIE © ns coctossuccsvsssicssscsoucesseences iirc ccc : 21,300 
Sr GMB SMOIINNEE THOT MOOR ncpc55 penne secsuccserensespeccnebnsuncaree 200 
Pees MENON FRI ore eae costes cascss cases hacsnboceiescdéelieovcncsnnncesoes 400 


The credit to revenue is calculated as follows: 

200 preferred shares K Co. Ltd. at $6 per annum for period 

June 30 — July 30, 1951: 1/12 x 200 x 6 = $100 

In the editor’s opinion, however, the “ex dividend” treatment (as in the solution above) 
is the better one. In Scholefield v. Redfern (1863) the Court took the view that by requiring 
apportionment of accrued dividends when share investments are bought or sold “a grievous 
burden would be imposed upon the estates of testators by reason of the complex investigation 
which it would lead to. The gain to either party (i.e. life tenant and remainderman) would 
be far more than compensated by the expenses.” 

The corollary of this view is that where sharé investments are sold, and the amounts 
received are re-invested, the life tenant is entitled to the whole income accruing on the new 
investment (Clarke, Barker V. Perowne, 1881). 


(2) According to the problem the listed securities are included in the estate “cum div.”. 
The editor understands that the laws of some Canadian Provinces may require di- 
vidends received to be treated as revenue. If so, this would affect the valuation of 
the listed securities and the capital value of the estate as of the date of death. 


(3) The apportionment of the $4,100 received on foreclosure of the D mortgage as of 
1 Aug 1951 is as follows: 


Co a en 








ww 
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Interest accrued 28 Feb 1951 — 1 Aug, 1951 


ian 7 AD SOP TOO OO oes sedis ccnsczcc enacts osectssess ; 83 
Amount owing as of 28 Feb 1951 2.0.0 o.....ccecees 4,600 
Amount owing as of 1 Aug 1951 «00.0.0... Pics logrte 4,683 





Portion of proceeds credited to capital: 





ee I el iossennecees sss mas . 4,027 
4,683 
Portion of proceeds credited to revenue: 
83 x 4,100 — .... Moree ; 73 
4,683 





4,100 








The apportionment of the proceeds of the partnership interest is as follows: 
Portion of profit for year applicable to period since 








28 Feb 1952: 4/12) x S,250 ..sscccsascdiscceves: (Rasen ; : 1,750 
Value of partnership interest on books ....... sigeee 67,500 
Profit on disposal of partnership interest ........ F re 4,500 

73,750 
The problem refers to “A” and “D” as “mortgagees’. Since the mortgages are 


receivable “A” and “D” should have been described as ‘‘mortgagors”’. 


PROBLEM 2 
Final Examination, October 1951 
Auditing I. Question 6 (15 marks) 


On 1 Mar 1945 the F Co. Ltd. entered into a 10-year contract whereby it agreed 


to pay a royalty of $1.50 per unit produced to the owner of a patent. The royalty was to 
become due and payable at the end of each six months commencing 1 Mar 1945. 


During 1945 production and unit costs, excluding royalty, and sales were as follows: 


Unit Cost 
Excluding 
Production Royalties Sales 
WO ecsscaccicids costs eR, | OO GOO —ahesviskss 
PPT isscess ISAS ECO aes OOO Me scartiesegs 
ee witaetestsbeacavaseisvtees! EO AES 60.50 2,000 units 
June .. pater avceene, Speen EES 43.83 Sree alee 
OM Chet assests n scarrthevatecs .. 3,000 units 43.83 4,000 units 
August cadeaereauks 3,000 units 43.83 4,000 units 
September .............. eee 5,000 units 30.50 5,000 units 
ROUT! en yey 5,000 units 30.50 5,000 units 
November ............ 5,000 units 30.50 10,000 units 
December ........ 20,000 units 15.50 10,000 units 


During each of the first six months of 1946, 20,000 units were produced at a cost, 


excluding royalty, of $15.50 each. 


Sales during January, February and March 1946 were 15,000 units per month and 


during April and May 25,000 units per month. 
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In June 1946 all unfilled orders were cancelled and production. was terminated on 
30 Jun 1946. Negotiations were undertaken with the owner of the patent rights and 
in August 1947 it was finally agreed that $40,000 would be accepted in settlement for 
the March, April, May and June 1946 production and the contract was revised to provide 
for the payment by the F Co. Ltd. of a royalty of $2.00 per unit, payable at the end of 
the month of sale, for each unit sold in future during the term of the contract. 

The unsold devices were stored by the F Co. Ltd. and no further sales were made 
until October 1950 when an order was received for 10,000 units at a satisfactory unit price. 

By 31 Dec 1950, the fiscal year end, it appeared that the remaining units would be sold 
and that production of the devices would be resumed. 


Required: 

(10 marks) (a) Your opinion of the amount at which the unsold units should have been 
valued at the end of the 1946, 1947 and 1950 fiscal years, setting out 
the reason for your opinion. 

(5 marks) (b) The entries, in journal form, to record the amounts payable and paid 
under the terms of the original royalty contract, the settlement agree- 
ment, and the revised contract. 


A SOLUTION 

(a) THE F CO. LTD. 
STATEMENT OF PRODUCTION AND SALES 
for the period 1 Mar 1945 to 31 Dec 1950 

















year ended 
31 Dec units 
1945 PODEMCHON . 64cbaccddiac ferret tie ait 50,000 
Sales) z.:....;. Ne RE NT TL ge = Cato : 40,000 
Balance on hand .. AEE Ae Le A 
1946 Production ........... Stole ee rit te. 120,000 
130,000 
ae Us cautaay ues ete vai ried 95,000 
PU ROMNISO MNO RUNNN cg eiecss sa Res das ecco as 35,000 
1950 ee eee Bee nate aes ras ean es 10,000 
Balance on hand Pete Seas nn Matec eee ver Oa bass 25,000 








THE F CO. LTD. 
STATEMENT OF VALUATION OF UNSOLD UNITs 
as at 31 Dec 1946, 1947, and 1950 


31 Dec 1946 — value of unsold units on hand 
35,000 units at $17.00 — $595,000 


Less substantial inventory reserve to reduce value of units on hand to estimated market. 
Reasons for valuation 
The actual cost on a FIFO basis has been established at $15.50 and consideration must 
be given to the $1.50 royalty payable on production of these units. As the units are 
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no longer in demand, provision must be made in the accounts for the reduction of these 
costs to actual market. 


31 Dec 1947 — value of unsold units on hand 


35,000 units at $15.50 + royalty 50c — $560,000 
Less substantial inventory reserve to reduce the value of units on hand to estimated market 


Reasons 


The actual cost on a FIFO basis was established at $15.50. The royalties unpaid were 


settled for 1/3 of the actual value. 


The adjustment for the balance of the royalty settle- 


ment is made to surplus as an adjustment of prior years’ profits. As the units are still 

not in demand, an inventory reserve will be maintained which would reduce the net 

value of the inventory to the estimated market. 
31 Dec 1950 — value of unsold units on hand 
25,000 units at 15.50 + royalty of 50c — $400,000 


Reason 


The demand for the product has revived. The reserve for inventory decline 1s no 
longer required, and may be restored to surplus. 
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Books of The F Co. Ltd. 


Royalty expense ................. AoC 

NRE is tos Rebet ice, sabe ethnics aera 
Royalties paid on production for six months ended 
1 Sep 1945: 15,000 units @ $1.50 


Royalty Cxpense <.x......:..:-i........ iS Raich cata Ste 
WI UINNCS MEDI Oeste et 5) oie ei 

Royalties on production for period 1 Sept 1945 — 

31 Dec 1945: 35,000 units @ $1.50 


PCOPAIIES: HAY ABIE 25. 5255..6c.. asec decascoess vee 

Royalty expense ..... be heen Sa hese leis erected 
Royalties payable suspense ...................s.ss.ssss 
MM ce cai ea ed a ais seca ssoasec cata cdea peste nate aienss 

To record royalties ($1.50 per unit of production) paid 

or payable up to 30 June 1946, at which date produc- 

tion ceased. Royalties on 80,000 units produced in 


March, April, May and June set up as payable suspense. 


Royalty payable suspense ..................... 

RII cds sia oocande Sareea deectenstanes 

PNET Soerpcadsscnctts ties eocsstdeaviesitenionsstnaeen ts tbh 

RMN crs ah Se et Sea ce Dresher asus S ve 
To record the final settlement re royalties on produc- 
tion in March, April, May and June of 1946. 
Actual royalties settled for $40,000 instead of $120,- 
000. (50c per unit instead of $1.50) Inventory of 
35,000 units therefore must be reduced in value by $1 
per unit. Balance of adjustment put through surplus 
as an adjustment of prior years’ cost of production. 
(80,000 units produced less 35,000 in inventory equals 
45,000 @ $1.) 
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1950 
Oct Royalty expense ois pire ioaeaatenees 20,000 
Cee a eae esse erebol 20,000 


Royalties paid on 10,000 units @ $2.00 


Note: Alternatively the inventory might have been valued at the lower of cost or 

market in which case it would be written down to market at 31 Dec 1946 and would 

then remain at this new unit figure. The entry in August 1947 would have been, 
Royalties payable suspense ......................0....c0secs.c0-00-002-- 120j000 


Surplus aE net ea eGo 80,000 
ROR eee eae Feit eaten 40,000 


Editor’s Notes: 

(1) Part (a) of the above solution requires that “provision be made in the accounts for 

the reduction of these costs to actual market” but does not define ‘market’. Accord- 
ing to one interpretation, “‘market’’ may be taken as estimated unit selling price less 
reasonably predictable costs of completion and disposal, where the resulting figure 
(“prospective net realization’) is less than replacement cost. See Bulletin 29 of the 
Committee on Accounting Procedure of the American Institute of Accountants. 
In the editor’s opinion the inventory “reserve” referred to in the above solution would 
be an asset valuation reserve created by a charge against current revenue and deducted 
on the face of the balance sheet from inventory cost. The “decline” in inventory value 
provided for would then be a reduction from cost to “market” (as just defined). 

If the reserve were intended instead to measure a future decline in inventory value 
it would be a proprietorship reserve created by an appropriation of surplus and instead of 
being deducted from inventory cost would be shown as a part of shareholders’ equity. 

The tendency in accounting thought appears now to be to confine the use of the 
term “reserve” to proprietorship reserves and to use a term such as “allowance” for the 
amounts to be deducted from asset figures (e.g. allowance for doubtful accounts, allowance 
for decline in useful cost of inventory, allowance for depreciation). 





